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INTERNATIONAL AFFAIRS 


PROBLEMS, PROSPECTS OF EAST-WEST RELATIONS 


East Berlin IPW FORSCHUNGSHEFTE in German Vol 19 No 3, 1984 pp 5-48, 85-116, 
119-121 


[Excerpts] Summary 
Nitz, Juergen/Freiberg, Paul: Problems of East-West Economic Relations. 


Taking into account the June 1984 conference of the most senior 
representatives of the CEMA member countries in Moscow, the current main 
trends of East-West economic relations are described, in particular the 
influence of the interrelation of politics and economics on the economic 
relations between socialist and capitalist countries. 


Starting from the basic political and economic orientation of the states of 
the socialist community to an equal and mutually beneficial development of 
East-West economic relations--on the firm foundation of socialist economic 
integration and the coordinated foreign policy of the states of the socialist 
community--, Chapter I examines the trends of these relations in the 1970's 
nd c.arly 1980's, with due consideration for the influence exerted by the 
changing political and economic framework. The economic war, unleashed by the 
reactionary forces--in particular U.S.imperialism--against the states of the 
socialist community, is analyzed. Evidence is supplied of the operation of 
the CEMA members’ increased economic strength as the material base of its 
policy for peace, international detente and mutually beneficial cooperation 
with other states. In connection with the fact that, considering the primacy 
of politics, military disarmament and che preservation of peace are of 
preeminent significance for the prospects of East-West economic relations, 
too, their specific place value in international relations is demonstrated. 
The results of economic cooperation in the 1970's are dealt with in detail, 
and so are the conclusions arising therefrom for the 1980's, the influence 
exerted by the economic circumstances of the capitalist world economy, -he 
amperialist strategies of economic policy against the background of generally 
changed political and economic conditions. 


Chapter III deals with the growing role of the imperialist state in East-West 
economic relations. Examined iwere are the specific factors on which the 





relatively strong commitment of the bourgeois states in East-West economic 
relations is based. The contradictory effects of state monopolistic influence 
are demonstrated as well as the interrelation between state and monopoly, the 
factors of this influence encouraging and obstructing East-West economic 
relations and the role of international instruments as a new kind of mechanism 
for the organization of these relations. 


Chapter IV describes the potentials of and approaches to economic relations in 
the 1980's, inclusive of the opportunities for promoting confidence, as well 
as the influence of East-West economic cooperation on the democratization of 
international economic relations. 


Introduction 


The Council for Economic Mutual Aid (CEMA) celebrates its 35th anniversary 
this year. It is a decisive starting point for the development of the 
economic and scientific-technological potential of its member countries and 
thereby also contributes to the successful construction of socialism and 
communism. For the socialist countries in Europe, the thriving economic 
cooperation in CEMA is also the basis for the organization of their economic 
relations with capitalist industrial countries. "The growing economic 
wtrength of the CEMA member countries turned into the material base for ats 
policy of peace, international detente and mutually beneficial cooperation 
with other countries," says the statement of the Economic Conference of CEMA 
Member Countries at the Highest Level, which met in Moscow on 12-14 June 
1984. (1) 


In terms of history, the period of economic relations between socialist and 
capitalist countries is certainly not very long--the first such relations 
arose not quite 70 years ago between the young Soviet state and capitalist 
states. However, it is long enough for us to analyze its results, problems 
and trends as well as the future prospects of trade and cooperation between 
East and West. This seems an important concern not least because we are 
dealing with a very changeable history with many highs and lows--to this day. 
At no time was it a matter only of the economic preconditions and dimensions 
-n the economic relations between countries of the two opposing social 
systems. Always at issue also was the question of the political climate and 
basic political consideration determining the respective economic relations. 
Ofteh the core of the problem was represented by the alternative: Imperialist 
economic warfare against socialism or economic cooperation for the reciprocal 
benefit? 


Considered from this aspect, East-West relations passed through several 
stages since the late 1940's, characterized by contradictory developments but, 
ultimately, by continuity also. (2) 


-- Up to the end of the 1950's--early 1960's, and despite the extraordinary 
efforts with regard to the development of economic-reiations—by the socialist 
countries, primarily .he USSR with its constructive initiatives, these 
relations were subordinated to the cold war by the imperialist countries and 
therefore characteriozed by the Western economic war against the socialist 








countries. This policy of economic war, practiced by the imperialist states, 
was the principal reason why the CEMA countries were unable until the 1960's 
and even later to be involved on an equal footing and to an extent consonant 
with their development standard in the international division of labor or in 
economic copoperation. 


-- When this openly aggressive imperialist policy against socialism failed in 
the field of economics, mainly due to the effects of the change in the balance 
of strength in favor of socialism and the constructive policy of the socialist 
countries, the imperialist countries began to reconsider their policy in 
direction of a changeover from the cold war to political detente. This 
Signaled the beginning of a stage when the imperialist concept of “economic 
bridge building” gained in importance. Though economic relations expanded, 
there was no lack of attempts by means of economic relations to influence 
various CEMA countries, to “divide” them, to obstruct their economic progress 
and cooperation--but without success. 


-- As a result of political detente, strengthened by the preparations for the 
Conference on Security and Cooperation in Europe, the 1970's witnessed 
substantial progress in economic cooperation between socialist states and 
developed capitalist industrial countries. Though some problems remained to 
be dealt with, it is still necessary (citing the Moscow Conference 
communique) “to consolidate and multiply all the positive achievements scored 
in the international relations of the 1970's, strengthen mutual confidence and 
develop equal cooperation among states regardless of their social systems.” (3) 


-- At the transition to the 1980's, East-West economic relations and the 
relatively much more intensive cooperation relations are against compelled to 
stand che test of far more complex political and economic situations. They 
are subjected to many adverse effects generated by serious cyclical 
fluctuations, uncertainties in the movement of prices, changing exchange 
rates, breakdowns of the financial structure and the policy of high interest 
rates. This was emphasized at an international symposium, organized in Berlin 
in May 1984 by the IPW and the GDR Committee for European Security and 
Cooperation. (4) Ruling U.S.circles are once again endeavoring to misuse 
international economic relations for their political objectives. They 
organize a trade, credit and technological blockade, complete with embargoes, 
sanctions and breaches of contract running counter to international law. In 
addition they ure exerting pressure on their allies, specially in Western 
Europe, to compel them to adhere to this U.S.hegemonical policy. East-West 
relations are particularly sensitive to the interrelation of economics and 
politics. They are obstructed when confrontation predominates, promoted at 
cames of the primacy of a constructive policy of disarmament, political 
detente and cooperation. (5) 


In the following we will examine some of the problems related to the above 
from the various aspects of the interfacing between economics and politics, 
he .close link between the preservation of peace and the development of 
mutually beneficial economic relations. We will subsequently demonstrate 
that--consonant with historic experience--the policy of undermining the 
poeaceful bases of international relations vis-a-vis the countries of the 











socialist community in order to affect their policies, is doomed to total 
failure. 


In the Moscow Communique, the CEMA member countries state: “Relying on their 
growing economic and scientific-technical potential, the benefits of socialist 
planning, they consolidate their unity and cooperation. They thus have at 
their disposal everything necessary to resist any pressure and discrimination 
as well as all attempts to obstruct their development and involvement in 
international economic cooperation."(6) At the same time, the CEMA countries 
decided on a comprehensive program with respect to the main trends of the 
further development and deepening of economic and scientific-technical 
cooperation. 


In contrast to the destructive policy of imperialist circles, che CEMA 
countrioes will continue, as per the documents resolved on at the Economic 
Conference, to develop economic and trading relations as well as scientific- 
technical cooperation with all countries worldwide on the basis of mutual 
benefit, equality, moninterference in internal affairs and the observance of 
international obligations assumed. (7) 


I. East-West Economic Relations as Affected by Changing Political and 
Economic Conditions 


In the first half of the 1980's, the states of the socialist community are 
engaged in the process of further development conducive to their being able 
decisively to influence the international balance of power in their favor. At 
the same time they are confronted by many problems arising from the 
objectively worsened basic political and economic situation of imperialism, to 
which the most reactionary circles respond in a particularly aggressive 
manner. The contradictory trends in international developments “are coming 
to light in the struggle of those forces which advocate the consolidetion of 
peace, restraints on the arms race, the continued pursuit of detente, the 
defense of the sovereign rights and liberties of the peoples, against those 
forces which undermine detente, speed up the arms race, pursue a policy of 
threats, boycotts, interference in the internal affairs of other states, the 
suppression of the national and social struggle for freedom of the peoples,” 
said the Tenth SED Congress. (1) 


In these circumstences the socialist countries are confronted with the need to 
strengthen their own economies, consolidate their urity and further develop 
and perfect their cooperation. The economic strategy of the countries of the 
Council for Economic Mutual Aid (CEMA) is therefore oriented to making 
socialist intensification more and more comprehensive and ensureing for it 
stable bases for long-term development. In the interest of the greatest 
possible rise in output, they start from the assumption “that it is imperative 
to expand economic and scientific-technical cooperation on a long-term basis 
among the socialist countries within the framework of CEMA so as to contribute 
to the economic and social development of- each country, ~the resolution of 
economic problems, the realization of the programs for socialist and communist 
construction and the improvement of the material and intellectual standard of 
living of their peoples. (2) 











All countries of the socialist community are confronted with the challenge of 
carrying out profound qualitative changes in the productive forces and the 
corresponding perfection of the socialist production conditions. Above all it 
is imperative to organically link the benefits of the socialist social order 
with the achievements of the scientific-technological revolution. One of the 
principal issues is the resolution of the matured economic and scientific- 
technical problems involved in the organization and perfection of the 
developed socialist society and the further deepening of socialist economic 
integration an direction of a much more efficient reciprocal cooperation and 
coordination of economic policy among the socialist states. The coordination 
of the CEMA countries’ economic policies has turned into a key item in the 
improvement of the efficiency of the national economies, their speeded-up 
gearing to the intensive approach to development, the improvement of our 
peoples" prosperity, the reinforcement of our countries’ technical-economic 
status by comparison with the capitalist states and the struggle against the 
economic pressures of imperialism. The starting point is the implementation 
of the orientations and objectives agreed at the highest level of the CEMA 
countries. 


Economic Relations Between Socialism and Capitalism in the Interrelation 
Between Politics and Economics 


Economic relations within CEMA enjoy the highest priority in every respect for 
the countries integrated within it. At the same time they are the 
prerequisite for the CEMA countries’ active involvement in the international 
division of labor. Still, this also includes the need to further develop 
economic relations with the capitalist industrial countries in the 1980's-- 
taking into account the objective processes in ..e world economy and 
international politics and on the basis of equality and reciprocal benefit. 
The nature of the world market and the world economy is crucial in this 
respect: In our opinion there is just one world economy, but it represents 
the contradictory unity of two world economic systems--socialism and 
capitalism--, in the framework of which the division of labor is 
differentiated with increasing clarity at the international level in 
particular.(3) The growing utilization of the international division of labor 
by each country--whether at a low or high level of economic development, 
whether socialist or capitalist--is a specific feature of our age. Its 
neglect would imply considerable losses of efficiency for any national 
economy. Similar to the time of the Cold War in the 1950's, influential 
imperialist circles have again tried for the past few years to impose an 
economic war on the socialist countries, cut them off from the worldwide 
division of labor. 


The socialist countries, by contrast, endeavor to do everything possible to 
prevent the division of the world economy desired by excessively reactionary 
imperialist forces into hostile centers and groups, and to expand the 
opportunities for equal and mutually beneficial international economic 
cooperation. They take into account the fact that the world market and the 
world economy, considered from class aspects and in all stages of development, 
never represent a united social whole but rather a socially contradictory 
unity. In this unity, socially different and often antagonistic partners 








enter into economic relations justified by the objective need to exchange the 
results of their labors within the framework of the division of labor. (4) 


At the present time producers and owners of commodities from mainly two 
mutually exclusive social world systems--socialism and capitalism-- confront 
one another on this world market, characterizei by contradictions and they 
establish links arising from the nature of their reciprocal relations. On the 
basis of the law of values within the scope of the basic economic law 
prevailing in each respective social system, it is possible for the socially 
Opposed producers or owners of commodities permanently to realize their 
economic operations in a united though differentiated organism, that is the 
world market or the world economy. (5) 


Finally, the CEMA countries consider the world economy a world economy in 
transition. In one part of it the historically obsolete capitalist method of 
production still prevails, in the other ~:e socialist werld system is 
increasingly consolidating and further dvveloping as the future oriented 
social system.(6) As, however, capitalist conditions still dominate the world 
economy at the present time, the zaverse effects of the laws of the capitalist 
method of production stiil exert a sometimes very considerable influence on 
all world economic processes. Moreover, the definition of the economic laws 
of socialism proceeds in a highly contradictory process, characterized by, 
among other features, reverses, difficulties and sometimes serious problems. 
This also exerts a definite influence on international economic relations 
between socialism and capitalism. In the interest of all parties involved in 
world economic events, the operations of the countries of socialism are 
oriented to constantly growing and predictable international economic 
cooperation on the basis of the system of plan-likeness, dynamism and 
stability embodied by it. In times of the worst disorganization and decline 
of the world economy as after World War I, Lenin, for example, described this 
essential feature of socialism by the words “we take it upon ourselves to 
restore the world economy."(7) The struggle of socialism for equal and 
reciprocally beneficial economic cooperation at the international level 
represents a commitment of prime import far exceeding its own system-related 
-nterests and securing peaceful cooperation fpr all peoples and nations on 
earth. 


Considering the cujrrent world situation, above all the U.S.attempts at 
dominating its partners, destabilizing international economic relations-- 
specially between East and West--if needs be by economic war--and completely 
subjugating them to its rule, the socialist countries are compelled as far as 
possible to secure their technical-economic independence. Of course the 
greatest possible collective self-sufficiency of the CEMA countries ispecially 
in products particularly sensitive to embargoes and sanctions) does not amount 
to autarchy. However, the specialization and cooperation within the framework 
of the socialist community need to be so coordinated that the vital processes 
of expanded socialist reproduction in each member country cannot be adversely 
affected from the outside. The comment at the 37th CEMA Meeting therefore ran 
as follows: "“Emphasized at the same time was the significance of the 
deepening of mutually beneficial economic cooperation in CEMA for the speeded- 
up development of the production and reciprocal deliveries of commodites, the 














importation of which is subject to difficulties due to the policy of 
Giscrimination against the CEMA countries in matters of trade and economic 
relations, practiced by some capitalist countries.*(8) 


For the CEMA countries thereby “to raise their close cooperation to a stage 
responding to the requirements of socialist construction in the conditions of 
the 1980's and making it impervious to any imperialist attempts at 
blackmail,"(9) certainly does not mean that they are turning their backs on 
profitable cooperation. ‘the GDR as well as all the other Warsaw Pact states 
reaffirmed this at their i983 Prague Meeting and at the Moscow Economic 
Conference of the CEMA countries at the Highest Level. In many respects 
cooperation with the capitalist countries is an integral part of the CEMA 
countries’ economic strategy for the 1960's. According to the Central 
Committee report to the Tenth SED Congress, “on the firm foundation of our 
economic relations with the socialist countries, we will continue to develop 
and expand foreign trade with the capitalist industrial countries. ... That 
serves peaceful coexistence and encourages economic growth in our 
republic.” (10) Spelled out here are the two main motivations: For one to 
contribute to the materialization of detente and for the other to derive 
reciprocal benefits from the division of labor with capitalist industrial 
countries. This basic attitude to the encouragement of economic relations 
with capitalist industrial countries is maintained even now, when the foreign 
political and foreign trade situation is distinctly aggravated. 


Concerning the further organization of East-West economic relations, the GDR 
and the other CEMA member countries take account of the fact that, in 
connection with the tasks of intensively expanded reproduction and the changed 
international situation, foreign trade has increasingly become a basic element 
in total economic growth and, therefore, total societal development. The CEMA 
countries consider their economic cooperation with the capitalist industrial 
countries a valuable supplementary source for increasing the national income 
and realizing their plan targets. Nor does the development of mutually 
beneficial cooperation with Western industrial countries run counter to the 
Geepening of integration within the scope of CEMA. Indeed we assume that 
there is every chance for intensifying integration. The CEMA countries will 
certainly make sure that a balanced and efficient ratio is kept between the 
two directions of foreign trade relations--East and West--, with the East 
enjoying priority, and that both organically complement one another. 


In the actual internal and external circumstances--above all the role of East- 
West economic relations for the CEMA countries--, in view of the tasks and 
problems in this field and, above all, taking account of the extraordinary 
aggravation of the imperialist confrontation policy (including economic 
warfare) and the tendency to crises in the capitalist world, the coordination 
of the socialist countries; trade and economic policy with regard to relations 
with capitalist industrial countries is also getting to be increasingly 
important. Involved are mainly considerations regarding the main directions 
of economic cooperation and the principles of this cooperation. It is urgent 
and imperative for the CEMA member countries to cooperate and coordinate their 
policies vis-a-vis the imperialist embargoes, boycotts, discrimination by the 
United States and other imperialist states as well as the operations of 











international institutions utilized by imperialism against the socialist 
countries. (11) 


As regards the definition of the nature of economic relations between East and 
West, it is generally important to remember that these are relations betweer 
etates with different social systems. In these conditions, economic relations 
as well as other fields of cooperation between socialist and capitalist states 
represent one type of argument between two opposing social systews at 
the international level. 


Lenin himself pointed out the tasks of the Soviet state in the field of 
foreign trade: “Each such effort represents...a continuation of the struggle 
between capitalism and socialism. This struggle has changed appearance but 
remained a struggle.*(12) 


All our earlier experiences confirm the general perception that the partners 
in reciprocal economic relations are ruled by their specific class interests 
in this respect, too. Cooperation therefore must be dialeccically interpreted 
as the unity and struggle between the interests of opposing partners, because 
th» respective ruling classes in the states of the two social systems--the 
bourgeoisie and the working class--confront each other on the international 
staye as socially different owners of the means of production, organized in 
éntagonistic and mutually exclusive power structures. 


This nonmiiitary type of conflict generally accords with the interests of 
human progress, specially the interests of the working class ruling the 
socialist countries together with the other working classes and strata allied 
with it, and which intensively relate to the struggle for peace and human 
progress. The socialist states are the most active champions of the ideal of 
peaceful cooperation. 


From the standpoint of the socialist forces, te current argument within the 
framework of international relations means a constant struggle for the 
preservation or continuing implementation of the principles of peaceful 
coexistence of states with different social systems; this is also basically 
the struggle to make prevail political and military detente and, consequently 
cooperation of many ainds and in many spherer. Practical experience has 
confirmed that cconomic relations represent an important material besis. 


Lenin constantly pointed out this interaction of economics and politics § in 
social relations and stressed its importance for socialism precisely in 
economic relations with the other social system.(13) On the one hand he 
indicated the economic benefits arising therefrom, on the other he placed a 
very high value on its great political significance: "Of course concessions 
(to the capitalists--author’s remark) are important for us also, to get us 
industrial products. That is certainly true, but the main consideration is 
that of the political relations.” That is why trade with the capitelist- 
partner “should not be based on economic considerations and the world economic 
Situation but on profound political reflections...Any other approach to this 
issue would be shortsighted."(14) The development of economic relations with 








the capitalist states--and that is the basic concept--should be viewed “as 
involving a kind of indirect guarentee of peace.*(15) 


Economic relations thus represent an important factor in the materialization 
of political detente and must be defended in particular in the argument with 
the aggressive circles of imperialism. At the present time ‘t is indeed 
imperative to compel the imperialist forces to return to political detente. 


The struggle fcr military detente obviously occupies pride of place in the 
efforts to make political detente the main tendency of international 
relations. This high place value of the struggle against the arms race and 
the preservation of the approximate military-strategic balance and, therefore, 
the advance to military detente, arises from its more direct and immediate 
effects on the process of political detente.(16) Nevertheless, taking into 
account the primacy of politics, there is an undeniable interaction between 
political detente and economic cooperation. On the one hand, political 
detente creates better conditions for the expansion of the var:ous sectors of 
economic and scientific-technical cooperation. On the other, no permanent 
material basis for the consolidation and deepening of detente can be created 
without mutually beneficial and equal economic cooperation, and this was 
reiterated at the CEMA summit conference. 


When we remember the intimate connection between economic and political 
processes, the 1970's especially proved that economic relations were well able 
to do justice to their positive role within the scope of peaceful coexistence. 
The main result was the expansion and deepening of political detente coupled 
with the expansion and intensification of economir cooperation. Of course it 
would be asking too much of economic relations if we were to expect them alone 
or all-round (in other words in all areas of East-West problems) to adequately 
promote the process of political detente. Theirs is a specific place in 
peaceful coexistence. Despite the flourishing economic relations (and many 
disarmament initiatives by the Warsaw Pact states), economic and political 
detente were not with sufficient efficacy supplemented by military detente. 
On the contrary: The importance of the military aspects increased in the 
process of further developments; economic aspects were treated as byproducts 
or subordinated to them by the reactionary ruling forces of imperialism. The 
predominance of military aspects got more and more firmly established.(17) It 
thus became impossible to utilize the great opportunities for using East-West 
trade as an incentive for disarmament. No steps to disarmament were taken, 
which could have been linked with the use of the capacities of the defense 
industry for the production of civilian commodities for the exchange of goods 
and with an increased technology transfer between East and West. All-European 
projects in the problem spheres of energy, transportation, raw materials, and 
60 On were not tackled. 


Instead economic relations themselves were increasingly impeded by the 
imperialist confrontation policy and its economic element, imperialist 
econou‘c warfare against the socialist countries. Even disregarding the 
worsened economic situation, this political trend was enough to seriously 
Gamage East-West economic cooperation. (18) 





Evidently there is a dialectic interaction between economics and politics in 
intersystemic economic relations. It would not be correct, though, to 
consider this as something automatic, in the meaning that, on the one hand, 
better political relations are bound to directly result in increased economic 
relations. Nor, on the other hand, does an aggravated international political 
Situation necessarily and immediately have adverse effects on economic 
relations among states--although in the long run any worsening in the climate 
of cooperation cannot be avoided and the dynamism of economic relations will 
certainly suffer. From the standpoint of Marxism-Leninism, any concept of 
automatic dependence between politics and economics must be rejected. Both 
have their relative independence. Of course, as emphasized earlier, politics 
remains the deciding element in strategic conceptions and real international 
:elations, because it is the concentrated reflection of the economic interests 
of the ruling classes in socialist and capitalist countries. However, within 
this framework, economic interests have their own independent role ultimately 
due to the development trends of the productive forces and their 
internationalization. According to the classics of Marxism, in the 
relationship between economics and politics, “nothing [is] absolute and 
everyti:ing [is] relative."(19) They also considered this interrelation as one 
of “highly unequal forces, and the economic movement [may be] by far the 
strongest, most original and decisive."(20) 


It therefore does not necessarily happen that politics unilaterally dictate 
economics. Cn the other hand it is certainly not the case either of 
"politics always obediently following in the footsteps of economics,"(21) a 
factor of definite significance for East-West economic relations in the 
1980's. The internationalization of economic life relativates the interaction 
with politics, allows economic cooperation a relative independence which is 
very evident in the conditions of the scientific-technological revolution and 
the many worldwide problems involved in it. 


In the first half of the 1980;s, the CEMA countries confront a _ situation 
calling upon them to struggle for the preservation, expansion and development 
of reciprocally beneficial relations. They are struggling for the greatest 
possible limitation of the adverse influences of aggressive imperialist 
politicians and military strategists on overall relations between East and 
West, including economic relations. The Seventh SED CC Plenum noted in this 
connection: "We are in favor of as far as possible limiting the damage. The 
existing system of contracts continues to be a satisfactory foundation for the 
development of peaceful relations between states, as long as we can preserve 
our achievements and expand them consonant with its provisions."(22) It will 
be necessary to strengthen mutual confidence, preserve and, if at all 
possible, further develop the positive aspects of the mutually beneficial 
economic relations established in the course of many years, against the line 
of confrontation politicians in the United States and NATO, especially, which 
is aiming to destroy all this. 


The tendencies within imperialism with regard to relations between the _ two 
world systems--one operating in direction detente and cooperation, the other 
in direction confrontation--are clearly reflected in the interaction of 
economics and politics. The influences in politics orienting to the 
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Stimulation of economic relations must obviously be ascribed to the first 
tendency; tne policy adversely affecting the operation of the economy is due 
wo the second tendency. In actual fact both trends are in permanent conflict 
zOr predominance in the organization of relations. 


Useful Experiences from the Economic Cooperation of the 1970's 


The analysis of economic cooperation in the 1970's--especially of the evident 
results--is particularly significant for the appraisal of economic relations 
now and future developments. The 1970's featured a relatively solid political 
detente, and economic relations petween tne CEMA member countries and 
capitalist industrial countries were exceptionally good. At the same time, 
though, many divergences were generated within the framework of a generally 
positive development, and some of these persist to this day. (23) 


l. The European CEMA countries’ total commodity turnover with capitalist 
.ndustrial states rose substantially in the 1970's (1970: R13 billion’ 1980: 
R67.4 billion’ 1981: R69.8 billion) (see Table 1).(24) This strong trend did 
not continue in the early 1980's. I will later deal in greater detail with 
the reasons for this change, which continued in 1983. 


Table 1: The CEMA Countries‘ Foreign Trade with Capitalist Industrial 
Countries (billion rubles; at prices prevailing in the respective 


year) 
1w7u [975 1976 iy? j¥78 1979 1YRU jYS] 1YS2? 
(1) VRB 0.6 1.3 2 1.2 13 1,7 2,2 2.6 2,4 
(3) le 2.1 4,1 4.7 5.6 6,4 7.6 79 S| 
DDK 2,l 4,1 » 4,7 4 6,1 7.1 s.1 8,7 
{4) VRP 7 70 7,7 7,6 78 S 8,6 6.3 8.5 
(5)SRK 1,2 29 Soc 3.6 4,2 5,1 5,6 $.U 40 
UdSSR 4.7 iS.8 19.7 iS_7 lV 7 25.8 31.6 35.4 377 
CSSR 1.5 2.1 29 3.2 34 4,0 4,7 4.5 4,4 
(6) RGW-Landet 13,0 35.9 44.0 $3.7 46,7 $7.2 67.4 GUS 73.8 
Key: 
1. Bulgaria 4. Poland 
2. Hungary 5. Romania 
3. GDR 6. CEMA countries 


Sources: “CEMA Statistical Yearbook" (published by the secretariat of the 

Council for Economic Mutual Aid), Moscow, each year; national statistical 

yearbooks and national trade statistics.-- All figures refer to trade between 
he European CEMA member countries and the OECD countries 





With the help of political detente, the CEMA countries succeeded .n making 
prevail their conception of wne utilization of the benefits of the 
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international division of labor for their own socialist construction. Also 
evident were the benefits for the Western partners. 


The exchange of commodities was also helped by the temporary boom situation in 
capitalism, .avorable price developments on the world market and temporarily 
favorable -inancial circumstances that lasted for several years. The 
remarkable rates of increase between 1970 and 1980, especially, prove that 


Fast-West trade may we a very dynamic sphere of international economic 
relations indeed. 


2. In the course of the 1970's, unequal develoipments emerged in East-West 
trade with regard to the export/import ratios. In that period, che CEMA 
countries purchased more from capitalist industrial countries than they sold 
there, So that an overall deficit arise in the balance of trade (though the 


place values for the various CEMA countries vary ae great deal). (See Tables 2 
and 3) 


Table 2: CEMA Commodity Imports from Capitalist Industrial Countries (billion 
rubles; at prevailing prices) 


1y7u 1975 1976 1977 1978 }97y YSU \YS i j9a2 
(I1WKE 3 uy 8 0,7 WS OY i] Sea i4 
(2)ive 0.6 13 > 3 2.8 3.5 3.6 4.2 16 14 
(3 ppDk 1.2 2.4 3.1 28 28 3,7 4,1 4,2 1 
4 RP Ss 4.6 S| 4.7 4.6 16 4.6 4 3.Y 
SRK 0.7 1,7 1.7 1. 2.4 2.6 2.8 3 ! 
UdsSSR 2.5 y 7 10S v4 11.0 13,2 18,7 1s,! Is.4 
CSSR U.S 1.6 1.7 1.9 20 23 2.5 2,4 2.2 
(6RKGW-Linder 6.9 22.2 pn 24,7 27,1 3,9 350 30,5 4,2 
Key: 
1. Bulgaria 4. Poland 
2. Hungary 5. Romania 
3. GDR 6. CEMA countries 


Sources: "CEMA Statistical Yearbook" (published by the secretariat of che 
Council for Economic Mutual Aid), Moscow, every year; national statistical 
yearbooks and national trade statistics. 





The forces oriented to confrontation use Chis deficit as a pretext to slander 


ome CEMA countries. The crue facts and connections are deliberately 
concealed or distorted. 


The iiabilities of the CEMA countries largely involve long-term payment 
obligations .rising from loans for the purchase of plant, equipment, and so 
on. The CEMA countries borrow and lend in a manner perfectly normal in 
international economic relations, and they will continue to do so. As regards 
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the repayment of loans, the GDR has always (and will in future) exactly met 
its obligations; wnat holds true for repayment instalments and interest 
payments due. Incidentally, this is confirmed by the financial and bank 
experts of the capitalist countries concerned. The 100 percent 
creditworthiness of the GDR is generally acknowledged. (25) 


Table 3: CEMA Commodity Exports to Capitalist Industrial Countries (billion 
rubles; at prevailing prices) 


1v70 1975 1976 1977 1978 1y7y 1OND) 19S] }US8? 

{4 VRB 0.3 0.3 0.4 0.4 0.5 08 li 10 09 

UVR 0,6 UY LS 2.0 2.2 2.8 3.4 33 3.7 

(3)DDR 10 1.7 2.1 1.8 19 2.3 2.9 39 4.7 

VRP 0.9 2,4 2.6 2.4 3,1 3.5 4.0 30 4.6 

(S)SRR 0.5 13 1.6 1.6 19 2.$ 30 2,7 2.5 

LUdSSK 2.2 6.1 7S 8 8.7 12.5 is.9 17.2? INS 

CSSR 0,7 1,1 1,2 1.3 1.4 1.7 2,2 2.2 2.1 

(6) 80 -Lander 6,2 13.8 17.8 18.8 19.7 7s.1 2.5 43.3 37.3 

Key: 
1. Bulgaria 4. Poland 
2. Hungary 5. Romania 
3. GDR 6. CEMA countries 


Sources: "CEMA Statistical Yearbook" (published by the secretary of the 
Council for Economic Mutual Aid), Moscow, each year; national statistical 
yearbooks and national trade statistics. 





It needs an international comparison to show the actual international economic 
place value of these liabilities. In the following I am quoting Western 
tinancial expert on the respective reports by the OECD, the International 
Monetary Fund (IMF) and the Bank fcr International Settlements (BIS), 
domiciled in Switzerland: The CEMA deficits for 1983 amount to “no more than 
about 6 percent of ‘Third World’ debts or 2.5 percent of internal OECD debts. 
In actual figures this would mean about $860 billion for the ‘Third World’ and 
$2,5 billion introverted or internal debts."(26) Soviet experts mention the 
CEMA countries’ net liabilities as amounting to $55-59 billion. (27) 


Really significant in the final analysis is the following trend: While the 
deficits between the business partners in the capitalist world economy are 
Still growing, the CEMA countries’ liabilities have sharply dropped in the 
1980's. For the period from December 1981 through December 1983 alone, the 
BIS shows a reduction in the deficit in the amount of roughly $15 billion. 
The GDR shares in this reduction, exactly like all CEMA countries. In 1981 a 
surplus of around $0.3 billion was achieved in trade with the nonsocialist 
monetary area, in 1982 che Surplus was $1.5 billion and in 1983 $1.3 
billion. (28) 
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By now the CEMA countries as a whole can boast growing surpluses in trade with 
important partners; OECD trading statistics, by contrast, have demonstra ed 
rising balance of trade deficits for most OECD countries and the overall OECD 
area ever since 1981 (1982: about $0.6 billion; 1982: around $2 billion; 1983: 
$5-6 billion). Since then, Western experts have mentioned a change in trends 
favoring the CEMA countries. (29) 


This development is the result of the CEMA countries’ long-range strategy to, 
on the one hand, fully exploit all opportunities offered by cooperation with 
the OECD countries, on the other for the future to strive for balanced trade-- 
not least in the interest of the economic and political security of the 
socialist community of states. This is certainly imperative for the 
restoration of the balance in the accounts of the CEMA countries, specially in 
the conditions of imperialist economic warfare. We simply must resolutely 
reduce deficits, in other words achieve balance of trade surpluses vis-a-vis 
the capitalist industrial countries and thereby as planned lower our financial 
liabilities. The political and economic interests of the CEMA countries 
ultimately require such a policy; they cannot permit themselves to be 
susceptible to political blackmail by way of economic or financial 
relations. (30) 


To cope with these problems, the CEMA countries‘ conceptions provide mainly 
for increased export efforts (see Table 3). As we know, this has been called 
for at the party congresses of the communist and workers’ parties in the CEMA 
countries and stipulated for the GDR, for example, in the Tenth SED Congress 
directive to the 1981-1985 Five-Year Plan for the Development of the National 
Economy. It says there: “Foreign trade with capitalist industrial countries 
must be further developed on the basis of equality and reciprocal benefit. is 
substantial increase in exports to these countries must be achieved by the 
greater availability of market appropriate and profitable export products at 
the highest quality, so as to safeguard imports in accordance with the targets 
set in the plan...The strictest criteria must be employed with regard to 
imports. That requires the greatest possible conservation and efficiency in 
the use of raw materials and fuels as well as the development of domestic 
alternatives." (31) 


The more favorable development in the CEMA countries is due mainly to the 
successful realization of the economic strategy for the evolution of their 
national economies and, therefore, their increased export strength. It is the 
result of the intensive efforts of the working people in these countries, a 
sharp rise in economic performance, in particular by the use of scientific- 
technological advances, the deepening of intensification and the improvement 
of efficiency by the successful development of the strong motivations provided 
by the socialist social system; an active raw materials policy, particularly 
the USSR's, is specially important. Despite considerably poorer world 
economic conditions, therefore, the CEMA countries were able to achieve 
relatively satisfactory export results by comparison with many capitalist 
industrial countries. 


In the coming years the CEMA countries will continue to pursue their export 
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efforts with the aim by high export surpluses to guarantee the planned and 
proportional development of their national economies. On behalf of the GDR, 
Erich Honecker stated at the Fifth SED CC Plenum: “Our policy for the welfare 
of the people could be realized only because the hard work of GDR working 
people, in close cooperation with the Soviet Union and the other socialist 
countries and with the help of the policy of peaceful coexistence of states 
with different social systems, succeeded in building up a strong scientific 
and economic potential. We are therefore ina position to continue to 
successfully implement our economic strategy for the 1980's." (32) 


3. In the course of the 1970's, East-West trade assumed a generally higher 
place value for the countries interested in this trade. 


The OECD countries’ share in the total foreign trade of the CEMA states has 
risen substantially, from 23.7 percent (1970) via its apex of 32.8 percent 
(1979) to 31.3 percent (1980) (see Table 4). This shows that the CEMA 
countries are extremely interested in exploiting the benefits arising from the 
international division of labor with Western partners also. 


The OECD countries have turned into an important foreign trade partner for the 
CEMA countries. In the 1950's and 1960's, the CEMA states were largely 
excluded from the international division of labor with the capitalist world 
market--due mainly to the Cold War of the NATO states, above all the United 
States--(OECD shares 1955: 19.7 percent; 1960: 20.5 percent; 1965: 22.4 
percent), they succeeded in the 1970's in foiling this policy and becoming 
important partners on Western markets. International division of labor with 
capitalist industrial countries opened up for them an additional source of 
economic growth although, measured by national proportions, it never had a 
Gecisive role in the reproduction process. 


The CEMA countries used the available opportunities or developed new ones 

in accordance with the respective interests and objective prerequisites of 
every country with regard to participation in the international division of 
labor (production structure, export potential, raw materials resources, 
geographical location and conditions, special economic interests, and so on). 
As a consequence, the place value of East-West trade differs for the various 
CEMA countries (see Tables 4, 5 and 6). 


4. Among the significant results since the early 1970's is the development of 

many types of economic cooperation. Far more contracts were concluded. 

Before 1970 fewer than 200 contracts had been negotiated; in 1972 already 

about 300 were recorded, in 1973 roughly 600, in 1974 around 1,000, and toward 
the end of the 1970's, the total amounted to about 2,000. The tremendous 

advance consisted in the fact that cooperation between partners with different 

social systems grew more and more intensive and involved not only the’ sphere 

of circulation but also such sectors of the social reproduction process as 

production, distribution and consumption. (33) 


As per the international classification in general use, the following types 
are usually involved: Production or industrial cooperation, compensation 
projects, cooperation on third markets, scientific-technological cooperation, 
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“mixed companies.” (34) 
Table 4: The Capitalist Industrial Countries’ Share in the CEMA Countries’ 
Total Foreign Trade (percentages) 


— . —— 


i970 1975 1976 1977 197s iv79 1YS80 ivsi 1YR2 

(1) vee 166 170 45 126 24 I69 65 647 149 

3} UVR 28.4 244 33.5 33.1 34.8 35,2 6,7 34.8 32.9 

3) DDR 24.4 25.9 28.3 23,7 e2.! wu 274 28.5 28,1 

(4) VRP 7.40 413 SES OTS MI MG BS W2 US 

(5) SRR S38 M7 WS 3236 WS 37S 3%2 wWw9 W3 

UdSSR 21,2 31,3 32.9 29.6 IRA 32,1 336 32.2 31.6 

CSSR 2.4 224 37 as mw 2B 30 WY# I84 

(6) RGW-Lander 23,7 0 31,4 . a | | 313 238.9 28,7 

Key: 
1. Bulgaria 4. Poland 
2. Hungary 5. Romania 
3. GDR 6. CEMA countries 


Sources: "CEMA Statistical Yearbvook" (published by the secretariat of the 
Council for Economic Mutual Aid), Moscow, each year; national statistical 
yearbooks and national trade statistics. 





Table 5: The Capitalist Industrial Countries’ Share in the CEMA Countries 
Exports (percentages) 


970 1975 1976 1977 1N7S 1979 1YS0 19s] }¥A2 

(1) VRB 14,2 93 ws 96 9S 144 iss 13.4 11,4 

(2) tive 28.0 1.4 0 8606W™®R8 ~O MS 323 BR NI NH 

{3} DUR 21.9 22.4 24,3 mi 19,7 ws 24,1 27,4 mH 

4) vee 25.4 31.5 32.0 23 u300COSM M4 WS 326 

(5) SRR 319 341.5 SY wy 43,7 1 35.4 wa 32.2 

UdSSR 18.7 25.6 0) 6.5 4.4 29.5 32.0 ww? wy 

CSSRK 20,4 19.8 is.2 Is.4 is) 199 21.7 19.6 17,7 

(6) RGW-Lander 21.9 M6 M6 449 M1 27.6 YX 27,2 9.7 

Key: 
1. Bulgaria 4. Polana 
2. Hungary 5. Romania 
3. GDR 6. CEMA countries 


Sources: "CEMA Statistical Yearbook (published by the secretariat of the 
Council for Mutual Economic Aid), Moscow, each year; national statistical 
yearbooks and national trade statistics. 
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The following priorities are displayed by the various CEMA countries: 


-- The Hungarian People's Republic, the People’s Republic of Poland and the 
Secialist Republic of Romania give special preference to production 
cooperations por industrial cooperations between individual enterprises, and 


SO on; 


-- The USSR and the GDR have particularly extensive experience in compensation 
projects, specially large-scale and long-term projects; 


-- The GDR, Romania and Hungary are most involved in cooperations on third 
markets, usuallyh in developing countries; 


-- All CEMA countries use scientific-technological cooperation; 


-- All CEMA countries have “mixed companies,” especially on the territories of 
capitalist countries--usually in the sphere of circulation but occasionally 
also in the sector of production, banking, and so on. Some experiences are 
also available with regard to such mixed enterprises on the territories of 
socialist countries, for example in Romania, Hungary, Poland and Bulgaria. 
These generally relate to the sphere of circulation, less to that of 
production and only exceptionally to the financial sector (for instance a 
joint bank in the Hungarian People's Republic). 


Table 6: The Capitalist Industrial Countries’ Share in the CEMA Countries 
Total Imports 


(1) VR v1 25.9 1,5 IS iS. iS.5 17.2 


(2) LVR oS 7h WA 9 wil wy ws we M1 
{3} a “6,7 9M 318 26,4 25.4 “iS ws 9.5 ‘ 
VRP 25.7 49.3 48.9 45.3 45 vy 14 i) i iV 
(5) SKK WS 4 MS MY MI ML MTS . 
LUdISSR 24) 36.4 17.6 131 1.8 sO t44 a3 < 
C SSK 45 46 MY BHO WI Mi Ms a Wo 
(6) RGW-Lander 25,5 S.] sy wy 416 32.8 42,7 Wh *y § 
Key: 
1. Bulgaria 4. Poland 
2. Hungary 5. Romania 
3. GDR 6. CEMA Countries 


Sources: "CEMA Statistical Yearbook,” (published by the secretariat of the 
Council for Mutual Economic Aid), Moscow, each year; national statistical 


yearbooks 





Though exact assessment is difficult due to the varying definitions and 
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classifications of cooperation relations in the various socialist and 
capitalist countries, it is possible to note some trends--based on the 
investigations of the UN Economic Commission for Europe (ECE): 


Contracts on joint production and specialization are clearly preferred and 
have also become far more numerous. Also rather significant are deliveries of 
complete factories or assembly lines; payment often proceeds on the 
compensation principle, in other words by finished products or products of at 
least some stages of processing. This generally involves major projects, and 
the volume of commodities is therefore correspondingly large. Since the early 
1980's, licencing agreements between East and West have regained considerable 
importance; this term includes both the use of patents and “permitted 
production.” CEMA countries, among them the GDR, obtained approval to 
manufacture proprietary articles of capitalist firms. The Western party often 
makes available the technical equipment and know how, in many cases on the 
basis of loans. Payment is made in various ways, sometimes by the return 
delivery of manufactured finished products. 


The development of “mixed companies” expanded, usually in the sales sector of 
capitalist industrial countries. 


Strong growth was also recorded by the realization of joint projects 
(including contract offers), usually on third markets. 


On the other hand, the system of subcontractor transactions (including 
commission processing transactions) is reported by the ECE statistics to be of 
minor importance. 


As for longer-term compensation projects, an ECE study (for 1974-1979) reports 
that projects in the sector of basic materials or raw materials such as oil 
and natural gas predominate absolutely, followed by iron and steel. Nothing 
much has changed in recent years (1981-1983). With regard to the contracts 
concluded in 1981/1982 (value $2.7 billion), major projects in the sector of 
the chemical industry are much to the fore, of course second to the USSR- 
Western Europe “transaction of the century” (natural gas in exchange for 
pipes). The USSR is the key partner by far in such agreements. 


Most compensation projects in the traditional processing industries (machine 
construction, light industry, and so on) involve a far smaller volume; 
participating in them are mainly the Hungarian People's Republic, the CSSR, 
the GDR and the People's Republic of Poland. 


With respect to the development of compensation projects we need to remember 
that the search for common interests between the partners is not always 
easy. Western corporations primarily wish for sales, not the purchase of 
compensation commodities, least of all if the counter deliveries consist of 
goods they do not normally handle and require complicated marketing. 


Dominating here are the traditional sectors of machine construction (headings 
1-3). The structural problem is obvious; the industries manufacturing modern 
products such as data processing, robot equipment, and so on, only hold about 
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16 percent in East-West cooj.ration and usually relate to small-scale 
projects. Among the many reasons I will mention only the following: 


a) The reservations of capitalist corporation to operate jointly with 
socialist enterprises in precisely this most modern production sector; 


b) The security interests of the CEMA countries. These considerations do not 
allow us in these fields vital for national priorities to practice such close 
cooperation as to offer the other side an opportunity for exerting economic or 
political pressure. 


Table 7: Percentage Participation of Capitalist Countries in East-West 
Cooperation According to the Number of Contracts Concluded 


1965/07 }975 }9s8U }Yal 
(1) BRD 23,1 27 25,7 23.0 
ltuhen 60 4.7 13,j 2.5 
USA ce 2.7 12,2 Iw 
(2) Frankreich i7,2 27.0 10.1 9,7 
3) Grobbritanmen 1¥.4 15,5’ 6.3 75 
(4) Osterreich 10,9 12,1 6,2 69 
Japan - 6,3 5.4 5.8 
(5) Schwcden 10.4 8.7 si 44 
(6) Schwew 4.5 15.5 $0 4,7 
Key: 
1. Federal Republic of Germany 4. Austria 
2. France 5. Sweden 
3. Great Britain 6. Switzerland 


1) Jointly with Switzerland.-- 2) Jointly with Great Britain.-- Calculated 
from ECE data 





Consequently, cooperation could contribute significant impulses to East-West 
trade only in the sectors of raw materials exploration, extraction and 
processing as well as the transportation facilities required for these 
purposes, and several projects relating to iron, steel, the chemical industry, 
machine and vehicle construction. When the exchange of commodities in the 
traditional industrial sectors (excluding raw materials) no longer resulted in 
a perceptible increase in East-West trade, some CEMA countries were less 
interested in cooperation. 


5. The contractual bases of East-West cooperation, specially in the shape of 
long-range agreements and programs, have made significant quantitative 
progress since the early 1970's. At the same time far more sectors are 
involved in contract conclusion. At the present time we have many agreements, 
contracts and arrangements, such as long-term bilateral trade agreements, 
government agreements on cooperation in trade, the economy, industry, science 
and technology, long-range agreed programs on the development and deepening of 
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economic and industrial cooperation, credit agreements, agreements on 
cooperation in various sectors of the national economy or branches of 
industry. 


Table 8: Most Important Cooperation Contracts between Socialist and 
Capitalist States (number of contracts) 


—e ee — oo 


1976 1978 ox? 
1. Lazvenzabkommen 74 19 "1 
2. Licferung kompietter Betriche ocr von Teilbetrichen 86 $s 13 
3. Gemeinsame Produktion und Spezisiisicrong wn) 14° °77 
4. System von Nachauftragnehmern 16 1? It 
S. Grindung eemeinsemer Absatz-u. Produktionshetriche 7 $3 «§ 
6. Angebot und Durch(thrung gemeinsamer Provkte Pa 13 AN 
(7 pMeesamt DOR 4 fets® 
Key: 
1. Licencing agreements 5. Establishment of joint sales 
2. Supply of complete factories or and production enterprises 
sections 6. Bidding and implementation 
3. Joint production and specialization of joint projects 
4. Subcontractor system 7. Total 


Calculated as per ECE data 





There are also more and more major and long-term commercial agreements and 
contracts between the CEMA countries’ foreign trade organizations and firms in 
capitalist countries, in particular on a compensation or cooperation basis (an 
example is the cooperation agreement concluded in November 1980 for a 5-year 
term between a syndicate of GDR state foreign trade enterprises and the VOEST- 
Alpine AG in Austria). Such agreements provide a favorable general framework 
for progressive economic relations. They thus offer appropriate prospects to 
the enterprises directly involved in the cooperation, including small and 
medium-size enterprises. Currently the state contractual framework for East- 
West economic relations is continuing to expand in terms of both quantity and 
quality. New sectors, new types and methods of cooperation are increasingly 
settled by contracts. 


6. Simultaneous with the further development of the organization in terms of 
the law on agreements and contracts of the bases for East-West economic 
relations, a new operational mechanism was set up for them, reflected in the 
establishment of mixed government commissions for cooperation in economic 
matters as well as science and technology, special study groups within the 
framework of these mixed government commissions, joint chambers cf commerce, 
economic advisory councils, and so on. We managed to expand this mechanism of 
cooperation even in recent years--despite the far more difficult international 
conditions. 


In general the analysis of economic relations between East and West since the 
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transition to the 1970's provides us with some important perceptions: 

-- In the conditions of political detente in the 1970's, a network of 
relations ani links relating to constructive economic cooperation arose and 
represented one significant prerequisite for the material structure of 
peaceful coexistence and its evolution especially in Europe. It has been 
proven that cooperation between East and West is extremely useful for all 
those involved, and that the positive results of cooperation also offer 
favorable starting points for further expansion and the partial 
intensification of economic relations in particular. This includes the 
dynamic growth of turnover in the course of many years, the increasing place 
value of East-West economic relations in the foreign trade of the partners 
involved or particularly committed, the broad application of new types and 
methods of cooperation, the earlier mentioned new operating mechanism and many 
contractual settlements for and on economic cooperation. 


-- Despite all progress, however, several unsolved problems are also part and 
parcel of the experiences of the 1970's. These problems include highly 
unsatisfactory structures in the reciprocal exchange of commodities (they will 
be separately investigated in Chapter II) and the imbalances in reciprocal 
relations dealt with earlier. We must also remember the various obstacles to 
trade. These result in part from the wish for competitive reasons to protect 
domestic markets against commodities from CEMA countries. Their elimination 
is still outstanding; moreover and against all international conventions, 
they are being used as political weapons in the conflict with socialism. (I 
will deal in much greater detail with these problems in Chapter III.) 


-- The difficulties showing up more obviously toward the end of the 1970's 
served to demonstrate the system-inherent difference in the basic attitudes of 
East and West with regard to tackling the settlement of the more complex 
problems: The CEMA countries sought (and still seek) future oriented 
approaches to activate economic relations. No such constructive approach to 
the diminution of obstacles is evident with regard to some partners on the 
Western side. The socialist countries are proving their willingness to 
dynamically expand East-West economic relations in the interest of the 
progressive materialization of political detente. On the basis of their 
growing economic capacity they seek to simultaneously utilize the benefits of 
the international division of labor to provide long-term prerequisites for the 
improvement of their export strength. 


They did everything possible to continue the pursuit of detente and 
cooperation; their actions were approved in many parts. Unfortunately, at the 
transition to the 1980's, destructive elements gained ground in the realm of 
economics also and oriented increasingly to embargoes and boycotts. 
Nevertheless or just because of this, we must say must make this very clear 
indeed: Even though major problems arose in the past, and though East-West 
economic relations are not among the predominant sectors in world economic 
relations from the point of view of valume, it still holds true to say that 
their benefit for all those involved is indisputed. They represent an 
indispensable part of world trade and the international division of labor, and 
we cannot imagine international economic relations without them except at 


considerable disadvantage for all those involved and with the result of damage 
to world economic considerations relating to the division of labor. There is 
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no reasonable alternative to it as an element of peaceful coexistence, nor for 
the total complex cf peaceful side-by-side living of states with different 
social systems. Uniess economic, scientific-technological or financial 
exchanges are to falter, the basic features of policy must be positive, in 
other words affirm economic exchange precisely in the sphere of East-West 
trade, where economics and politics cooperate so closely, where politics often 
decides the guidelines for economics. 


-- Unfortunately we are bound to note in this first half of the 1980's that 
East-West trade has sometimes been very badly affected by several adverse 
factors though it has been possible in general to maintain the system of 
economic relations generated in the 1970's--in particular between the two 
parts of Europe. One positive factor was the political aim, quite strong even 
in many West European countries and largely the result of robust economic 
interests, to maintain political detente and, according to the assessment at 
the CEMA summit conference, further develop their economic relations with the 
socialist states, regardless of U.S.pressure. 


Table 9: Percentage Participation of the Most Important Industries in the 
Capitalist Countries in Production or Industrial Cooperation (as per 
the numbers of contracts concluded) 


1 Mawlwncahau 99 3 wu 
2 Werhvougmaschencn 

\ liamsportaustuMungen 
4 | i" htrotechmsche clebtrommche Ausrusiungea 14 lis it 
S Chenu he lodustric 93 ; 
©. Metallurgec, Berghau 


7 Nalrungsguter 5 * ( 
Key: 
1. Machine construction 5. Chemical industry 
2. Machine tools 6. Metallurgy, mining 
3. Transportation equipment 7. Poodstuffs 
4. Electrical engineering/electronics 
equipment 


Sources: ECE, Trade/R 407, 16 September 1980; ECE, Trade/R 450, 1982 


Influences of the Economic Situation of the Capitalist World Economy 


In the 1980's, economic relations between the two system are proceeding in a 
Situation that is very different from the one prevailing in the preceding 
decades. (35) East and West hold different opinions with regard to. the 
appraisal of the nature of these changes, their intensity and duration. Many 
political and economic experts in the capitalist industrial countries have now 
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“grived at the opinion that changes in these economic framework conditions are 
intimately connected with fundamental processes such as have occurred for some 
time past in the capitalist world economy and continue to arise. To some 
extent theirs is a structural and long-range nature. However, it also happens 
quite frequently that the negative manmifestations in the capitalist world 
economy end their causes are wrongly ascribed to economic processes in the 
socialist countries also. Several bourgeois ideologues, for example, wish to 
persuade us of the existence of a worldwide but usually temporary “period of 
weakness in the world economy.” They steadfastly refuse to acknowledge the 
real causes--the fact that capitalism is steadily proceeding in direction of 
ats historical decline. Others note merely a temporary cepression, and many 
4n fact assert that this has been overcome in this first half of the 1980's. 
Accordingly many people hope for something like automatic improvement--in 
economic cooperation with the countries of socialism, too. Bourgeois 
theoreticians indeed claim that capitalism is better able than Socialism to 
cope with the economic challenges of the 1980's. They totally ignore the fact 
that the crises of the capitalist world economy are due exclusively to pasic 
capitalist inevitabilities. 


Of course the economic laws of socialism and the developments resulting 
therefrom are decisive for the CEMA countries. However, we should not 
underestimate the importance of business trends in capitalism with regard to 
the CEMA countries’ opportunities for carrying their conceptions for the 
expansion of economic relations with the Western industrial states. The 
aggravation of the general crisis of capitalism, the cyclical crises involving 
reduced growth, stagnation of output, massive destruction of capital, the 
narrowing of markets, and so on, represent a brake on the development of trade 
between East and West, too. The weakened growth of East-West economic 
relations, the increasing difficulty of selling the CEMA countries’ products 
on Western markets and the temporary trade deficits of some of these countries 
may all be largely traced to the anarchic and sporadic nature of the 
capitalist method of production. 


Though the CEMA countries have always kept their eyes on limiting the deficits 
and ecuring the future (long-term planned) equalization of .wne balances, 
coupled with che reduction of debts incurred earlier, the following 
consideration was always of great importance: By the dynamic expansion of 
East-West economic relations to actively contribute to the materialization of 
political detente, specially in Europe, and at the same time provide long-term 
prerequisites for the improvement of their own export strength on the basis of 
their growing economic capacity and utilizing the benefits of the 
international division of labor with Western industrial countries. 


-- During the cyclical crisis of the 1960's, turnover did not decline in 
either exports or imports. No doubt problems arise from the Western economic 
system, its socioeconomic bases and the economic laws of capitaliom, its 
inherent material compulsions and value conceptions, but this does not amount 
to an obstacle in principle to the exchange of commodities. The CEMA 
countries are always reckoning with the differences in the systems, precisely 
as regards their political and economic operations for the development of a 
trade that benefits both sides. 
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-- In connection with the special critical situation of the capitalist system 
that ~haracterized a new chapter in the process of the deepening of the third 
stage of capitalism's general crisis, serious disruptions in East-West 
economic relations occurred in the course of the cyclical crisis of the mid- 
1970's and its aftermath. 


Due to the crisis, declines in growth were recorded in total turnover during 
the years 1975-1978 and, in particular, in CEMA exports; in fact the latter 
fell in absolute terms in 1975 (see Tables 10 and 11). 


Table 10: Turnover Growth in the CEMA Countries’ Trade with Capitalist 
Industrial Countries (in billion rubles) 


1973 1974 1975 1976 1977 1978 1979 
(1) Unmsatz (Export und import) 
(1972 = 16,5) 22,5 32,4 35.9 44,0 43,7 46,7 $7,2 
(2) Veranderung zum Vorjahr, 
absolut 6.0 99 35 8.1 -U3 3.0 10.5 
(3) Ve anderung Zuin Vorjahr, 


vi. +364 +44.0 +108 +226 -0,7 +60 +2255 


1. Turnover (export and import) (1972 - 16.5) 
2. Absolute changes compared with the previous year 
3. Percentage changes compared with the previous year 


Sources: "CEMA Statistical Yearbook," Moscow, each year; national foreign 
trade statistics of the CEMA countries 





Table 11: Tie CEMA Countries’ Exports to the OECD States (in billion rubles) 


1973 1y74 175 1976 1977 1Y7S8 1v7y 
2 2 7 < 1 5) ae) 
(1) | sport (1972 7.2) 10.0 14.5 13.9 iv. 1S.8 Yi 26.2 
Veranderung zum Vorjahr, 
. ’ ‘ | ‘ *. >. ‘ ( Ss 
' + , » + 4 4 thw + ro > 1.3 4+UN ? Dee 
(2) ulysanul ms" . . . 
(3) Veranderung zum Vorjahr, 7 _ | 7 
vii +3n.y 443340) PH ONY + / 4 +4 5 +330 


Key: 
1. Exports (1972 = 7.2) 
2. Absolute changes compared with the previous year 
3. Percentage changes compared with the previous year 


Sources: "CEMA Statistical Yearbook," Moscow, each year; national foreign 
trade statistics of the CEMA countries 





In the 1970's, the CEMA countries carried on an active import policy (see 
Tables 2 and 6). Despite occasional claims to that effect by bourgeois 
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ideologues, the development since 1976 has by no means been achieved due only 
to increased exports of raw materials and fuels (at high export prices). All 
CEMA countries exported consonant with their respective potentials and the 


sales opportunities offering. In general they succeeded in keeping adverse 
effects relatively minor, overcame them relatively quickly and proceeded to 
new export advances. They were thus able to achieve some success in che 


defense of the opportunities for economic cooperation created at the time of 
detente. 


-- The disruptions of East-West trade in the early 1980's are far more 
serious--in poth quantitative and qualitative terms. The background to the 
fJarticularly adverse development of the past few years is the continuing 
growth of the special kind of interaction of general and cyclical crisis in 
capitalism. The 1980/1983 cyclical economic crisis was the most severe and 
lengthy since 1945. While it met the criteria of a "normal" excess production 
crisis, it displayed more clearly than ever the long-term and qualitative 
exacerbation of the basic contradition of capitalism. The Tenth SED Congress 
noted: “Obviously this affects relations between the capitalist states, 
relations between capitalist and socialist states, relations between 
capitalist states and Third World countries." (36) 


Imperialism's more aggressive economic policy in the 1980's, primarily vis-a- 
vis the socialist countries, is intimately related to other important negative 
changes in the living conditions of capitalism and new manifestations in the 
main trends of the economic strategy pursued. These are increasingly assigned 
or subordinated to the aggressive political, military-strateyic and 
ideological objectives of U.S. hegemonical policy. 


From a Marxist-Leninist standpoint (shared in regard tO some aspects by 
realistic bourgeois economists, politicians and ideologues), we indicate the 
long-term nature of many economic problems and crisis manifestations, 
structural crises and the enormous relevance of the changes in the economic 
and political condition of capitalism, that have caused the critical 
Situation and increasingly aggravate it. To be singled out among the changed 
objective conditions are the following: (37) 


-- The longer period of weak growth in capitalism; 


-- The increasing deterioration of the general sales terms of capital. Linked 
with this is the considerable slow-down in the rate of capital accumulation, 
evident in gross investments in fixed assets, for example; 


-- Changes an the acquisition and the conditions of the economic utilization 
of natural resources of raw materials and fuels, in particular energy 
resources. The natural limitation of resources and the ensuing compelling 
need to discover alternatives greatly influence the expansive drive of the 
capitalist national economies and confront them with a new compulsion to 
adjust. Moreover, the inflation of the prices of most raw materials, above 
all crude oil, has resulted in a considerable shift of value proportions in 
the international exchange of commodities; 
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-- New trends in the situation and the terms » the struggle of the working 
people, in particular the working class, a considerable aggravation 0° social 
conflicts; 


-- Changes in world economic relations; a considerable increase in economic 
interlocking. On the one hand, the reciprocal dependences of the partners 
involved in world economic processes exert a greater compulsion with regard to 
cooperation, but due to capitalist production conditions, they urge growing 
competitive efforts and more open rivalry between the imperialist centers 
(that is to say between the United States, Western Europe and Japan) as well 
as among the individual capitalist countries on the other. At the same time 
the various connections involving the international division of labor 
represent an important inter-imperialist battleground; 


-- More frequent and severer crisis manifestations in the sphere of finances 
(money, exchange rates, credits, interest rates, and so on); 


-- The more and more evident economic gulf between the imperialist states and 
developing countries, resulting in the growing divergence of interests; 


-- Serious conflicts displayed in the combination of economic, political and 
social conflicts at national and international level. 


The highly adverse effects on East-West trade are easily explicable by this 
changed and worsening economic situation of capitalism and the corresponding 
changes in the interest in economic cooperation. Foreign trade terms for the 
CEMA countries have extensively modified as a consequence. The problems 
invoplved range beyond these changed conditions in foreign trade to relations 
among the CEMA countries, because their national economies are also affected 
by this development, due to their greater interlinking with the world economy. 


The following need to be emphasized among the many aspects involved: 


Though their share in total world trade is not particularly great, East-West 
economic relations at the beginning of the 1980's had, in terms of both 
quantity and quality, turned into a definite element in the foreign trade 
relations of the capitalist world and individual countries. By now they have 
assumed greater importance than ever for several capitalist industrial states, 
above all some national sectors, monopoly groups, banks, and so on, of various 
Western countries (in the matter of imports, for example, mainly with regard 
to raw materials and fuels, specially in Western Europe and Japan, to the 
consumer goods sector mainly in Western Europe, increasingly also to _ the 
chemical industry; in the matter of exports with respect to machine and 
plant construction but also other sectors of processing industry, specially in 
Western Europe and Japan; with regard to agriculture and, to some extent also 
to the production of oil and natural gas plant and machine construction in the 
United States). 


East-West economic relations are definitely important for the export and 
import policy of the individual European CEMA countries (with a 20-35 percent 
share in their foreign trade) and the community as a whole (an average of 
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roughly 30 percent). This applies in particular to the purchase of plant, 
equipment, foodstuffs (cereals, feed), many kinds of products of the 
processing industry and also raw materials, andto the delivery of raw 
materials and fuels, consumer goods and, to a certain extent at least for some 
CEMA countries, investment goods. Relations in the field of economic 
cooperation, finances, credits, and so on, also achieved dimensions vastly 
greater than at the beginning of the 1970's. 


For many reasons, therefore, the objective development processes and trends in 
the capitalist world economy exert either favorable or adverse effects on the 
economic relations between the countries of both systems. Considerable 
effects arise on politics from economic relations, and vice versa. The 
following developments, for example, were certainly generated by the changed 
economic situation: 


1. The cyclical capitalist world economic crisis, coupled with the 
considerable underutilization of production capacities and declining 
investment, has made it much harder for the CEMA countries at profitable 
prices to sell the investment goods they produce. In addition, the CEMA 
countries are compelled to deal with the growing competition of more and more 
supplier countries even in the “Third World,” which--to an increasing extent-- 
manufacture a similar or related production assortment and offer it at low 
prices. 


2. The capitalist countries are straining more and more to solve their raw 
materials and energy problems, though the interests of ther United States, 
Westernm Europe and Japan are not really the same, due to the difference in 
the availability of resources. Even taking into account such new trends as 
restraints on the use of raw materials and fuels (likely to result in less 
erratic changes in the supply and demand situation), the arguments for 
guaranteed supplies and the efforts for diversification of the lines of supply 
are bound to continue in the capitalist countries, too, despite energy 
conservation. The latter applies mainly to Western Europe and Japan, so that 
the raw materials and energy sitution in the 1980's, too, will provide a 
decisive impetus for the preservation and expansion of the capitalist 
industrial states" mutualiy beneficial trade with the CEMA countries, above 
all the USSR. 


3. The sales problem in the capitalist industrial countries, in other words 
the relative “satiety” of the capitalist markets, makes it harder for domestic 
producers and also all supplier countries to sell investment and consumer 
goods. Stagnating or declining trends on the markets of the capitalist 
industrial countries--linked to crisis, stagnation or shrinking trends of 
world trade--exert a general adverse effect on the export opportunities of the 


CEMA member countries. They experience greater difficulties in the 
construction and development of stable sales lines, mainly of finished and 
semifinished products but even to some extent some raw materials also. This 


in turn operates against the improvement of their export commodity structure 
in direction of more highly processed products. 
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For some time past, additional difficulties in the sale the CEMA countries‘ 
products (in particular capital equipment for the consumer goods’ industries 
Or consumer goods as such) in capitalist industrial countries have arisen from 
the decline of purchasing power among many consumers. The chronic mass 
unemployment in the capitalist countries, the drop in real wages and the shift 
of many social contributions to the shoulders of the working people are 
responsible for this development. 


The effects generated by the processes of the capitalist world trade are among 
the framework within which East-West trade proceeds.(36) For many years since 
1970, we were able to note its sometimes substantial expansion. These periods 
coincided with the rapid development of East-West trade also, just as _ the 
reduction in the absorptive capacity of capitalist markets due to the cyclical 
crisis of the mid-1970's adversely affected East-West trade. Although the 
real decline in capitalist world trade in 1975 (compared with 1974) was 
followed in 1976 by a renewed rise through 1980, trade since then has _ been 
generally on a down trend. The steady drop in capitalist world trade, 
therefore, is among the factors that have exerted an extremely negative effect 
on East-West trade at the transition to the 1980's. At the same time this 
development varies considerably among the various imperialist centers and main 
countries. 


The increasing protectionism, pursued by the capitalist countries at times of 
crisis and with particular intensity against the socialist countries, exerts a 
particularly adverse effect on economic relations between socialist and 
capitalist countries. This makes it even harder for the CEMA countries to 
export many types of industrial and agricultural products, and they experience 
much greater difficulties in successfully carrying on their export offensive, 
balancing their accounts, achieving balance of trade surpluses and achieve 
earnings of freely convertible currencies in a volume adequate to their import 
interests. 


Of course we must take into account the fact that the capitalist countries for 
their part need to be aware that their wish to sell their products on the CEMA 
countries" markets depends on the opportunities offered the CEMA states for 
increasing sales of the products of their processing industries and also of 
some agricultural products on the markets of the OECD countries. Purchases 
and sales must be reciprocal; the opening of West European (and also U.S.and 
Japanese) markets to products from socialist countries is the condition for 
a wider stream of commodities in the opposite direction. 


4. Since the early 1980's, significant interrelated changes in the capitalist 
exchange and monetary system have arisen in the capitalist world economy, due 
to the interlinking of profound cyclical crises and aggravating structural 
problems, the deepening of the contradictions between imperialist centers and 
the operation of political and other factors. These directly affect East-West 
economic relations and also the economies of the CEMA countries. (39) 


As the result of high interest rates in the United States, the level of 
interest rates has risen sharply in the entire capitalist world. Although 
interest rates began to decline in 1982, they remained at a higher level than 





in the 1970's, and another rising trend was perceptible from 1984 on. 
Financing trade transactions was radically more costly for all partners 
involved in East-West trade. The cost of borrowing also increased with regard 
to loans with fluctuating interest rates, regularly adjusted to the rate 
prevailing on the money markets. The asymmetry of credit relations dating 
from the 1970's resulted in special problems for the CEMA countries. Payment 
terms in the capitalist world economy were generally subjected to pressure, 
and this affected East-West trade. The constant interest rate fluctuations, 
resulting from uncertainty about future U.S.interest policy, created a climate 
of insecurity. 


Other obstacles are represented by the chronic inflation in the capitalist 
countries. As a result of these 


-- A growing proportion of the redemption fund is devalued; 
-- Reproduction is disrupted; 
-- The scope for action of state economic policy is narrowed, and so on. 


In these circumstances it is very hard for the CEMA countries to build up 
stable purchasing and sales lines with the Western partners. 


Also as the result of this change in foreign trade conditions, the terms of 
trade are worsening for most CEMA countries--in other words the relation of 
export to import prices. Most CEMA countries are therefore compelled to 
provide more means in the shape of saleable export products to be able to pay 
for necessary imports. Even though the price levels of raw materials and 
fuels temporarily declined in the early 1980's, and the rates of inflation 
have considerably flattened in most imperialist countries, the prices charged 
on international markets for many raw materials are still highly unfavorable 
for almost all CEMA countries, including the GDR. (While raw materials prices 
are generally lower, they are still at a very high level by comparison with 
the status of the early 1970's, and at the same time the level of prices of 
more highly processed products is still relatively low.) 


Other loads are generated by the changes in the currency structure. Central 
to these fluctuations in exchange rates was the altered status of the 
U.S.dollar. The devaluation of the currencies of West European countries~-the 
main partners of the CEMA countries in trade with the West--made it necessary 
to obtain far greater export earnings for the latter to be able to pay past or 
present dollar obligations. 


For some time past capitalist countries have renewed their efforts to convert 
credit in East-West economic relations from an increasingly normal instrument 
of trade into a means for exerting political pressure. This is linked with 
the far reaching reduction of loans, rising demands for cash payments even 
where it would be the international custom to agree borrowing. Added to this 
is the growing pressure from Western banks on all financial terms in the East- 
West trade to the detriment of the CEMA countries, the rise in the price of 
plant imports due t> the increase in OECD minimum interest rates for state 
subsidized export credits especially for some CEMA countries (USSR, GDR, CSSR) 
and growing pressure on state loans and guarantees in East-West trade. 
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The greater instability of the capitalist currency and monetary system due to 
objective processes, the interest rate, foreign exchange and price 
fluctuations and uncertainties and the hazards coupled with them, have further 
increased in recent years as the result of the capitalist world economic 
crisis affecting international currency and monetary relations and, 
accordingly, East-West trade. 


Although some cyclical recovery is perceptible in many capitalist industrial 
countries, their progress is bound to suffer fluctuations and reverses. The 
average growth rates and investment, in particular their structures, are 
unlikely to much help sales by the CEMA countries. Moreover, obvious 
differences are noticeable among imperialist countries and centers, industries 
and sectors--largely defined by persistent structural crises. Mass 
unemployment, unstable real wages and the progressive reduction of social 
services will probably prevent mass purchasing power and private consumption 
from rising very much. On the contrary--further restrictions are basically 
programmed. The difficulties in the spheres of financial, credit and monetary 
relations (including inflation) have not been overcome. Many social and 
political problems are bound to persist or grow more serious. 


Consequently, export and import conditions on Western markets will continue to 
be difficult and risky for the CEMA countries. Admittedly, some developments 
in the capitalist world economy are now proceeding, which might ease East-West 
economic relations (such as the decline in inflation and interest rates, the 
drop in raw material prices). 


The interests of lenders could and should so develop as to improve the export 
opportunities of Western firms. In the long term Western lenders must 
necessarily be interested in cultivating mutually beneficial financial 
relations and create an adequate level of credits--not least for their own 
profit. Many representatives and institutions in the West are at least in 
part interested in achieving the steadiest possible resolution of the 
difficult problems in the longer term. They are seeking the appropriate 
approaches both inside and outside existing financial institutions. 


In view of the difficult situation, intertwining positive and negative 
developments, the CEMA countries are confronting greater challenges despite 
the many uncertainties as to the economic trends in capitalism to seek 
opportunities for promoting mutually beneficial relations in the future. We 
should certainly not assume that East-West trade is close to a rapid 
expansion. Indeed, just because of the complicated situation in East-West 
economic relations--much less calculable and therefore more risky for the 
socialist countries now than in the past--it is imperative to pursue a strong 
and positive political push to achieve new developments. 


Erich Honecker drew attention to the close link between economic framework 
conditions and East-West coopereation, saying: "The long lasting economic 
decline in most capitalist countries, the convulsions in monetary relations, 
double digit inflation, record interest rates, stock losses, foreign trade 
restrictions up to and including embargoes--all this has far reaching effects 
on international trade, and even our national economy needs to cope with these 
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conditions. U.S.high-interest policy does not affect credit policy alone. 
It also has a far reaching influence on the level of prices and inflation, it 
aggravates the economic crisis in the capitalist countries and all their 
contradictions. We must take this into account in every respect.”(40) The 
conclusion arises therefrom that the long-range economic strategy of the CEMA 
countries needs to be even more resolutely and purposefully directed to the 
mastery of the more difficult foreign trade problems--not least as a 
contribution to the preservation of political detente. 


Unfortunately the CEMA countries are also confronted with some problems of 
their own at the beginning of the 1980's. I indicated these in my 
introduction. Their resolution has been made even more difficult by the afore 
mentioned foreign trade situation. We must remember that the European 
socialist countries are proceeding with a complex transition froma largely 
extensive to a more modern and intensively expanded socialist reproduction, 
and that this process has not yet been completed. Varying development 
conditions require additional efforts in this or that country. More and more 
money is needed for raw materials and fuel extraction, and there have been 
changes in the manpower potential of the industrial centers. The needed 
economic growth depends more than ever on the improvement of labor 
productivity, the efficiency of use of available resources, the development of 
our own solutions and the deepening of socialist economic integration. 
Results show that the socialist countries are resolutely tackling further 
improvements in the economic structures, and that the adjustment of the CEMA 
countries’ economies to the new and more difficult situation proceeds 
successfully--albeit subject to many problems. This is not to say that the 
opportunities for cooperation with nonsocialist countries are reduced. On the 
contrary--better economic prerequisites are thereby provided for cooperation 
at a higher standard. 


Changes in Political and Economic Framework Conditions 


In the course of the 1970's, the political framework conditions for economic 
relations between socialist and capitalist countries experienced fundamental 
changes. These are rooted in the basic trend of international development, in 
particular the change in the international balance of strength between 
socialism and capitalism. Nobody can deny that the present time features an 
exceptional variety of political development at international level, but the 
conflict between the two social systems continues to be the central axis of 
international development. 


The continued gain in strength by the Soviet Union and the socialist community 
as a whole, the continuing change in the international balance of power in 
favor of socialism decisively affect the basic trends of international 
development. The socialist states’ program for the implementation of peaceful 
coexistence between socialist and capitalist countries continues to be 
oriented to the preservation of peace in the interest of mankind and, at the 
same time, to the guarantee of the most favorable possible external conditions 
for socialist and communist construction. 
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New conditions for the implementation of the consistent foreign political and 
foreign trade line of the socialist community of states had matured in the 
1970's, favorable to the further implementation of the principles of peaceful 
coexistence by states with different social systems, the achievement of new 
advances in international relations and, at the same time, conducive to 
restricting the scope of those who endeavor once more to replace detente and 
cooperation by confrontation. 


It was characteristic for the course of recent history, especially in _ the 
1960's and 1970's, that it was possible to achieve a change-over from the Cold 
War to detente and normal, mutually beneficial cooperation. The best evidence 
is offered by the positive results in economic cooperation recorded in the 
1970;s, though we never quite succeeded in totally eliminating the influence 
of the destructive components and tendencies of the most aggressive circles of 
imperialism. 


A considerable shift occurred in the course of the second half of the 1970's 
and even more clearly at the transition to the 1980's and the first third of 
this decade. As mentioned earlier, the most reactionary circles of 
imperialism increasingly turned to an openly hostile confrontation policy. As 
noted at the Tenth SED Congress, imperialism “continues to be a danger and a 
threat for the peoples due to its aggressiveness, vagaries and striving for 
domination, backed by a still considerable potential."(41) In the 1980's, 
U.S.imperialism and the NATO military alliance led by it have shifted to a 
particularly aggressive variant of imperialist policy. The “crusade” against 
socialism preached by U.S.President Reagan more definitely than ever declared 
the destruction of socialism as a social system to be the official policy of 
the strongest power in imperialism. 


The policy of confrontation also grew more all-embracing at the beginning of 
this decade. New aggressive elements of a political, military, ideological 
and economic nature were and are still being initiated. This is particularly 
evident in the currently much emphasized rearmament efforts, exemplified by 
the emplacement of U.S.first strike weapons in some West European countries. 
It is the aim of this policy to shift the approximate military balance between 
the USSR and the United States, the Warsaw Pact states and NATO, in favor of 
imperialism. Obviously such a political situation represents an extreme 
burden on East-West trade not only between the CEMA countries and the United 
States but also other imperialist states which follow the aggressive U.S.line. 


Imperialist Strategy in Economic Policy Against the Background of Changed 
Political Framework Conditions 


The fundamental change in the basic political and economic situation of 
imperialism involved in the obvious shift in the balance of world power toward 
socialism in the 1970's caused the former to rethink its economic strategy. 
pon analysis, the following basic features emerge: 


"Firstly to mobilize for imperialism the potential of the new phase of the 
scientific-technological revolution; 
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Secondly to gear all efforts for the functional efficiency of international 
institutions and mechanisms of the capitalist world economy to the changes and 
new dimensions in international economic life' 


Thirdly to utilize the growing role of economics in politics by using 
economics as an instrument of overall political strategy, in particular in the 
worldwide argument with socialism." (42) 


As regards the evolution of strategies for East-West trade in the past few 
years, they include “consonant with the nature of capitalism and its present- 
day situation...both antagonistic and harmonized interests of the main forces 
operating in imperialism."(43) While basic imperialist strategy is generally 
and uniformly directed against socialism, two main variants may be observed: 


On the one hand, the most aggressive forces in the imperialist states, above 
all the United States, endeavor to utilize the (above described) objective 
processes for a general change in the development of the international balance 
of power: Economics and economic policy and, specially, economic relations 
between East and West are more and more definitely subordinated to the 
political strategy of imperiallism. They are increasingly used as a weapon in 
the interest of foreign political and foreign trade goals. They orient to a 
Strategy of confrontatiun, in other words the aggravation of tensions, the 
arms race and economic warfare with all means of economic pressure linked 
thereto, such as embargo and boycott measures, all to implement political 
objectives. 


On the other hand, some people advocate greater realism, taking into account 
the changed world political and world economic situation and the growing 
crisis of capitalism. Of course they are also opponents of socialism, but 
they assess the world balance of power quite realistically and therefore 
advocate seeking mutually acceptable settlements of international disputes and 
wish for the development of cooperation for the mutual benefit. 


In the period following World War II and influenced by the wtmost aggressive 
circles of international monopoly capital, especially in the United States, 
the advocates of the first variant always oriented their economic policy 
against the socialist countries and their strategy to a reduction of trade by 
way of embargoes. The champions of the second conception gained the upper 
hand after the failure of the imperialist economic war in the postwar period, 
in connection with the beginning detente, speciail’ in Europe. Unfortunately, 
the ruling circles made constantly greater efforts to exploit economic 
relations--evidently of increasing benefit for all those concerned--for direct 
interference in the internal affairs of the CEMA countries. More intensive 
economic relations were used to attempt the political destabilization of some 
CEMA countries and economic links exploited for the exertion of political 
pressure against socialism and socialist economic integration. However, there 
was never the slightest doubt that both basic imperialist policies are 
antisocialist in terms of East-West economic relations, that both aim to use 
the economic factor as a means for carrying on the conflict of the systems. 
But the ways and means differ in a manner crucial for the cause of the 
preservation of peace. 
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Building on these historical experiences and taking into account the various 
aspects that have resulted in the emergence of a new international situation, 
we may still speak of two variants in the imperialist conceptions of East-West 
economic relations--within the framework of a total imperialist strategy--, 
which encompass some common and some antagonistic attitudes and, in addition, 
are rarely oriented clearly to just one or the other attitude, especially in 
their effect on policy. 


The essential nature of the hardline orientation rejects or obstructs trade 
and is most obviously reflected in the imperialist economic war. The so- 
called linkage doctrine more or less directly couples economic relations (to 
be reduced in principle) with the concept that it is possible to put 
political pressure on the community of the socialist countries, to use 
economic relations and treaties (by threatening to refuse or cancel them) to 
compel political concessions, political or economic “good behavior.” The set 
of instruments proposed in this spirit includes various types of sanctions and 
trade barriers. U.S.ideologues and politicians, especially, champion these 
views. These people even have the gall to call for the “punishment” of CEMA 
countries and their business partners in Western countries unless they behave 
according to U.S.wishes. Such sounds are specially audible when the CEMA 
countries simply stand on their sovereianty and comply with their duties as 
socialist internationalists. Soviet aic for Afghanistan, the introduction of 
a new labor union law in the People's Republic of Poland in summer 1982 and 
many other measures directed against the aggressive interests of imperialism 
and its counterrevolutionary operations in the CEMA countries, for example, 
offered pretexts for sanctions, for the refusal of most favored nation 
treatment, and so on. 


When we look at events to 1984, such conceptions occur to a lesser extent in 
the economic strategies of the West European countries. They are therefore 
present only in part or scaled down in the government policies of the West 
European countries and the EEC, usually wherever it is felt that. the 
particular countries is not capable in economic terms to resist the political 
hegemony of the United States. 


Other economic circle (including many representatives of almost all relevant 
FRG institutions, such as the Foundation for Science and Politics at 
Ebenhausen, the Hamburg World Economic Archives, the German Institute for 
Economic Research at West Berlin, the Institute for World Economy at Kiel or 
the East European Institutes in Munich and West Berlin), compiete!ly or at 
least to a great extent reject these reactionary strategies, although emphases 
vary considerably among the various representatives. Their most cogent 
argument is represented by the assertion that the objectives coupled with the 
policy of sanctions are impossible to realize; the upshot of all such efforts 
is merely the emergence of additional problems and difficulties in 
international economic relations, and the ultimate victims of this policy are 
its very initiators. 


Instead some other conceptions--equally aimed against socialism--are often 


publicized in Western Europe and the United States. One strategy, for 
example, promotes “productive linkage.” The governments of imperialist states 
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are advised to make advantageous commercial offers to the CEMA countries and 
link them with positive expectations in the field of so-called human rights, 
cultural exchanges and communications. We may assume that these conceptions 
represent the basis of the thoughts of many politicians in Western Europe, 
specially the FRG. Studiously disregarded is the fact that, to cite Erich 
Honecker, there simply cannot be a linkage between economics and politics with 
regard to precisely these issues, and that the socialist countries or their 
community will not allow themselves to be blackmailed.(44) In this connection 
we need to constantly stress that the entire policy of the CEMA countries 
exactly follows the specifications of the Conference on Security and 
Cooperation in Europe (CSCE) and the Madrid Conference. These are directed to 
the measures of intensive economic cooperation, the preservation of peaceful 
coexistence and the expansion of constructive side-by-side living of states 
with different social systems, excluding all interference in internal affairs. 
After all, generally positive settlements between socialist and capitalist 
states concluded in this spirit are ultimately conducive to trade also. 


Western ideologues also often describe as “enfolding conceptions” those 
suggestions that accord or come close to these objectives. They represent the 
second basic variant of imperialist economic strategy and are supposed to make 
the socialist countries dependent on the Western partners and catch the former 
in “a network of mutual economic relations, the asymmetric structures of which 
favor the Western states."(45) Of an equally antisocialist nature, this 
strategy, too, orients to a change in the social bases of the socialist 
countries albeit “gently,” in the long term and by way of relatively close 
economic relations. In addition the Westerners are thus not compelled to 
forego the economic benefits arising from economic relations. This is 
accompanied by the acknow\edgement that sanctions are ultimately bound to 
fail and cause greater injury to their instigators than to the _ socialist 
countries subjected to presiure, because the CEMA countries cannot be 
blackmailed from the aspect of economics. Though economic sanctions make it 
much harder for them to realize their economic objectives, they do not 
basically change anything, let alone cause them to make political concessions. 


The socialist countries are very much aware that these economic conceptions 
include some elements directed to the promotion of mutual economic benefits. 
Despite all their justified reservations to the antisocialist objectives, 
the trade stimulating tendencies of such elements represent a basis for the 
further development of economic relations even in the more difficult 
international political and economic situation. From the standpoint of all 
forces interested in the preservation of peace and cooperation, connecting 
points arise for further understanding. However, we must note also that the 
advocates of this second variant of imperialist economic strategy should 
appreciate that the opportunities for cooperation would be much greater if 
they were to generally forego all antisocialist attempts at the _ social 
deformation of the CEMA countries. 


The commercial considerations of business circles in Western countries are 
particularly attached to this last named policy. These circles are interested 
solely in the definite commercial advantage of maintaining business links with 
socialist partners. They are often reproached by some Western politicians and 
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ideologues--somet imes just dismissively, somet imes with slanderous 
intentions--of wishing to conduct business as usual, regardless of political 
events, and thereby injuring the cause of the West. And that although just 
such commercial relations--unburdened by political issues--are of greater 
evident mutual economic benefit. 


It needs to be noted that the variants of the imperialist conception do not 
usually present themselves inan absolute form. Indeed, they tend to 
be mixed up. As a rule they reflect the varying conceptions of the 
bourgeoisie and, at the same time, quite definitely the power ratio which 
decides whether and which economic and/or political interests predominate in 
the Western countries’ government policies. 


Imperialist Economic War at the Onset of the 1980's 


The relevant political and economic strategies of imperialism are exemplified 
in the economic policies of the governments and other influential circles of 
the main imperialist powers. The ultrareactionarvy conceptions of using 
economic relations as a weapons for the achievement of foreign political 
objectives--using pressure, threats, blackmail and even direct state 
compulsion--are reflected in the policy of the imperialist economic war 
conducted especially against socialist countries by the U.S.Government§ in 
particular. (46) 


Economic warfare is not merely the expression of an ultra-aggressive economic 
policy; it is an inherent element of the comprehensive imperialist 
confrontation with socialism, represents its economic component. At the 
Fourth SED CC Plenum, Erich Honecker said “that the international situation 
has not been so serious since the end of World War II." Among the “realities 
of the present time, increasingly characterized by the exacerbation of the 
international situation with all its adverse consequences,” he listed on the 
one hand such elements as political aggression, diversion, overarmament, 
ideological warfare and military adventurism and, on the other, the repressive 
trade and credit policy above all the economic war launched against the 
socialist countries by the U.S.Administration. (47) 


The leading and ultra-aggressive imperialist circles assign a very high place 
value to their economic conceptions. As an illustration of their reasons, we 
have been reminded of the well-known pilot document drawn up by the Pentagon 
for the U.S.Administration and dealing with the “conduct of a lengthy nuclear 
war.” In addition to rearmament, diversion by the secret services, political 
aggression and ideological warfare, this document mentions the high place 
value assigned to economic warfare against the countries of the socialist 
community: “The guideline reaffirms as the complement of the military 
strategy that the United States and its allies should declare economic and 
technological war on the Soviet Union.” (48) 


W.P. Clark, at the time President Reagan's National Security Adviser, stated 
on 21 March 1982 that this guideline represented the basis for the 
U.S.Administration’s overall strategy. In the meantime this strategy has also 





been generally adopted with respect to economic relations, and this is 
manifested in the following: 


l. More and more sectors of social production or spheres of the social 
reproduction process are involved in or more intensively affected by economic 
warfare. The refusal of licenses, for example, affects research and 
development; dislocations of the trade caused by restrictions adversely 
influence production; bans on the import wf progsuct from socialist countries 
and bans on deliveries to the CEMA countries affect foreign trade and 
circulation. Other sectors also, such as exploration, transportation and the 
processing of raw materials, energy and foodstuffs (the latter by the grain 
embargo, for example) have been hit by various administrative measures. In 
addition, the sphere of international monetary, financial and credit relations 
is being restricted by high interest policies, credit restrictions, the 
worsening of interest terms, and so on. 


2. The types and methods of the conflict used in economic warfare now are far 
more extensive than ever. They include primarily embargoes, in other words 
restrictions or bans on equipment supplies, and the reduction of credits. 
Another method used is represented by boycotts, for example in the refusal or 
restriction by administrative fiat of deliveries from CEMA countries to 
Western industrial countries. In its enforcement of all elements of economic 
warfare, the United States does not limit itself to its own territory. The 
pressure exerted by the U.S.Aiministration to subordinate international 
economic relations to its political objectives is also demonstrated in 
U.S.efforts to interfere in the import policies of the West European countries 
(for example the purchase of natural gas froim the USSR)--with the intention 
to seriously dislocate if not entirely stop these relations. The 
U.S.Administration in fact succeeded in instigating boycotts against the USSR 
and the People’s Republic of Poland by EEC states and their organizations-- 
despite the latters’ attempts at resistance for the sake of their own 
interests. 


The extraterritorial application of domestic U.S.laws is a specially 
aggressive element of U.S.economic warfare against the CEMA countries. This 
has also hit very hard at some U.S.allies and accordingly resulted in 
extremely violent clashes in transatlantic relations. It often involves 
interference in contracts earlier concluded by firms in other countries (FRG, 
France, Italy, Great Britain) with partners in CEMA states. Examples are the 
natural gas-pipe transaction involving the USSR and Western Europe. The 
revision of the U.S.Export Administration Act bestows at semblance of legal 
validity on this practice that runs counter to international law. 


3. Another aspect of the new stage of the aggravation of the international 
class war against the socialit countries consists in the involvement of more 
and more international institutions and mechanism in the conflict about East- 
West trade. The United States, for example, withdraw from all-European ECE 
projects (on energy issues, among others), because the ECE as a =UN 
organization considers it imperative to encourage East-West economic 
relations. The United States also assumes destructive attitudes toward 
UNCTAD, UNIDO [United Nations Industrial Development Organization], and so on. 
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The International Monetary Fund (IMF), dominated by imperialism, and the World 
Bank are exploited by Western governments and major capitalist banks as 
institutions for credit embargoes. Though the economic summits of imperialist 
States, NATO committees and, above all, institutions like the _ so-called 
Coordinating Committee for East-West Trade (Cocom) (in reality an _ embargo 
committee), are to some extent arenas of arguments among the member countries 
regarding their competing positions in the economic war, due to the compelling 
force exerted by the United States they ultimately serve to enforce 
U.S.sanctions. Lastly, the organization of capitalist industrial countries 
(OECD) and the [International Energy Agency (IEA) are also to be made _ into 
communication and coordination centers of imperialist strategies against East- 
West trade. 


Economic warfare must be considered within the scheme of the overall 
imperialist strategy and in interaction with all other elements of 
confrontation. Consequently, 


-- It is of a long-range nature, 


-- Not als its manifestations are necessarily of the same intensity; temporary 
slackening or further exacerbation cannot be excluded; 


-- It is not rigid and automatically linked with the other elements of general 
imperialist strategy (such as overarmament or the political argument). It may 
therefore be temporarily practiced with relatively greater or lesser 
intensity. 


Though the United States is attempting to as comprehensively and intensively 
as possible conduct economic warfare against the socialist countries (and, in 
the interest of its efforts at global hegemony against developing countries 
and even its own allies, too), the contradiction between its intentions and 
the actual possibilities for their realization is becoming increasingly 
conspicuous. Desire and reality are ever more clearly gaping apart, but this 
does not lessen the hazards of this policy. Keeping this in mind, the 
U.S. .2conomic war currently displays some superficially "cooperative" 
initiatives, designed to affect the CEMA countries in the spirit of an 
"integrating variant.” This is certainly revealed by the selective economic 
initiatives with respect to some CEMA countries, with the aim of provoking 
dissensions among them. Insofar the current economic warfare differs from 
that carried on in the Cold War of the 1950's, not least by its contradictory 
features. At that time many countries solidly backed the economic boycott of 
the socialist countries. In the present situation, we note some adjustment 
responses of U.S.imperialism to the changed circumstances. By comparison to 
30 years ago, the world economic, political and military potentials now 
confronting one another have shifted definitely in favor socialism, and _ the 
political leaders in the United States are compelled to take account of that 
fact. 


However, we need to emphasize precisely in this context, that both the legal 
and institutional arsenal from Cold War days has been largely preserved and 
was reactivated by the United States as far back as the late 1970's (49). 
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This applies just as much to the above-mentioned attempts to sow dissension 
within the community of the socialist states and build up specific dependences 
to provide prerequisites for the effective utilization of confrontational 
elements. 


And yet, the U.S.Administration also confronts limits to the use of repressive 
practices, due mainly to the strength of the CEMA countries, for example when 
there is the danger of a boomerang effect, and U.S.profits are adversely 
affected (as happened, for example, with the grain embargo).(50) Or, as was 
the case in the natural gas-pipe business, the sanctions imposed had to be in 
part retracted because it became obvious that they were doomed to failure and 
would merely aggravate the existing differences inside the Western alliance to 
an extent exceeding any usefulness of the embargoes. 


In general, though, confrontational elements still predominate; cooperative 
initiatives are more or less subordinated to them, nor are the directed to the 
development of equal, long-range and stable economic relations involving the 
division of labor for the mutual benefit. 


As indicated before, the United States is trying to involve its allies in the 
economic war on socialism and nail them to the line of its policy so as to 
achieve the transition from U.S.to general Western confrontation policy and 
more effectively undermine the materialization of detente as it had proceeded 
in the 1970's, specially in Europe. In its attempts to enmesh the NATO allies 
and other capitalist countries in economic warfare against socialism, the 
United States is obviously concerned with the following objectives: 


-- By every means possible to achieve control of the economic contacts of, if 
at all possibie, all capitalist states with socialist countries and thereby be 
able to enforce the U.S.leadership claim in the sphere of world economic 
relations, exactly as at the time of the Cold War; 


-- Accordingly to “discipline” those NATO allies who, mindful of their own 
interests, seek to continue maintaining profitable economic relations’ with 
socialist countries; 


-- As far as possible saddie their imperialist allies (who carry on most of 
East-West trade) with the costs and hazards of the economic war on socialism, 
weaken these allies’ economic position in relation to the United States and 
make them dependent on it; 


-- To prevent that the imperialist competitors derive economic advantages from 
U.S.confrontational policy by exploiting for their purposes the _ so-called 
delivery gaps due to U.S.embargoes; 


-- Finally, U.S.policy is directed also and mainly so against West European 
countries with social democratic or socialist governments, such as France, 
Austria, Sweden, Finland, and so on, which advocate economic relations with 
the CEMA countries and therefore resolutely resist U.S.sanctions. By putting 
at risk political detente and economic cooperation, the U.S.Administration's 











policy aims to undermine the governments of these countries and encourage 
conservative forces. 


What are the main areas of conflict with the CEMA countries? 


We are well aware that there have always been attempts at dislocating East- 
West economic relations and economic measures against the interests of 
socialism. Even at times of political detente, such as in large parts of the 
1970's, a constantly available and, to some extent more or less openly used 
potential of trade political measures and institutions persisted, directed 
against the CEMA countries and their trade with the OECD countries. That 
applies most of all to U.S.economic policy and its restrictive foreign trade 
legislation. The EC countries and other OECD states also employed an entire 
web of trade barriers--such as import restrictions limiting values and volumes 
(quotas), discriminating customs regulations, refusal of unrestricted most 
favored nation treatment, exclusion of the CEMA countries from preferential 
treatment by the EC in particular, non-tariff obstacles, and so on--against 
the CEMA countries, in part for protectionist reasons, in part also as a 
political weapon. Disruptive factors escalated in the latter half of the 
1970's: The 1974 U.S.trade law refused most favored nation tratment to the 
CEMA countries; in 1978 the EC tried to subject its members’ credit policy to 
uniform principles at the expense of the CEMA countries; embargoes were 
adopted against some CEMA countries, especially the USSR (ban on the supply of 
computers, oil drilling equipment, and so on); the introduction by capitalist 
banks and corporations of so-called “risk factors," making it harder to 
extend loans to CEMA countries, and actions by the Carter Administration which 
ordered measures directed against the CEMA countries (in the sphere of credit, 
for example) in connection with the events in Iran. This confrontation 
policy began long before the events in Afghanistan (late 1979)--and this must 
be noted here, because it is falsely alleged to be the reason for and 
beginning of the phase of escalation advancing toward economic warfare--, all 
these prepared for the subsequent and more extensive period of imperialist 
disruptive policies. 


In concrete terms, it was first attempted to restrict equipment supplies to 
CEMA countries by the imposition of embargoes.(51) Because the United States 
failed in 1981 and 1982 to achieve the desired extent of expansion of the 
embargo lists (though measures for stricter checks on existing regulations 
were agreed), it has been applying even more pressure in the negotiations at 
various levels and lasting since the fall 1982, to instigate further 
restrictions of equipment supplies and licensing by the other NATO states and 
Japan, and this time the United States was able to record some. successes. 
However, most representatives of leading business circles in Western Europe 
and Japan warn against any further aggravation of the situation. The current 
Situation is characterized by the fact that the United States succeeded in the 
sphere of the so-called “sensitive technologies" to have additional 
restrictions imposed and practices stricter checks in cooperation with other 
Cocom members, not least with the aim of making neutral states also toe the 
restrictive line. The expansion of the application of the term “sensitive 
technologies: continues to be the declared objective of U.S.policy. 
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At the same time the United States increased its efforts to expand its own 
economic arsenal for the conduct of the economic war. To be mentioned here is 
the March 1983 Directive No 75 by the National Security Council, authorizing 
the President to proceed restrictively against firms which use licences 
subject to embargo in equipment delivered to the CEMA countries. A revision 
of the U.S. Export Administration Law is also designed to expand the 
Opportunities for applying the already restrictive internal U.S.legislation 
extraterritorially, in other words making it applicable to other countries and 
against East-West trade. (52) 


In addition, the current demands of the U.S.Administration are for restraints 
on loans granted to CEMA countries by Western countries and banks. The 
attempt is made to politically exploit some trends on international financial 
markets (at present, for example, greater restraint in the issue of loans due 
to the prevailing debt situation). 


Furthermore various boycott measures are practiced with regard to products 
from CEMA countries, for political reasons and pretexts as well as selfish 
protectionist considerations (see Chapter III). 


Finally, U.S.attempts are directed in particular againgt major prc,. 
embarked upon jointly by the CEMA countries and capitalist states, such as ° 
afore mentioned natural gas-pipe business between Western Europe and the USSR. 
Also increasingly affected are compensation projects (equipment deliveries on 
a credit basis against return deliveries of products) and agreements on the 
modernization or reconstruction of large-scale projects. 


Also (and not least) operations have massively multiplied since 1982 with a 
view to coordinating economic warfare against the CEMA countries under the 
aegis of the United States so as to more definitely subordinate it to _ the 
aggressive aims of NATO's so-called security policy. This is served not only 
by NATO and Cocom, two international organizations already operating in this 
direction, lately OECD also has been increasingly involved. The United States 
consider this organization (its members are the capitalist countries of 
Western Europe, the United States, Japan, Canada, New Zealand and Australia) 
particularly suitable for the exertion of pressure, beyond the sphere of NATO 
and the Cocom members, on neutral states (Austria, Sweden, Switzerland, 
Finland, and so on) and, on the principle of consensus in OECD, prevailing on 
them to yield their own best interests. In these circumstances the West 
European countries and Japan had a good deal of difficulty in asserting their 
own interests. Nevertheless the past years proved that it is not only 
necessary but also possible to foil the imperialist confrontation concept. It 
is evidence of the failure of the ambitious objectives of the Reagan 
Administration's sanction policy, that important U.S.allies did not carry out 
Washington's instructions but remembered their own best interests. Examples 
are the natural gas-pipe transaction, the grain embargo, the lifting of 
politically motivated boycotts, various concessions in the credit sphere. 


In general we note that the most ambitious U.S.objectives could not be fully 
realized, though dislocations in international economic relations were 
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substantial and tendencies observable, which indicate the possibility of an 
even more severe economic blockade (see Chapter IV). 


In view of the pressure from Western competitors and the appreciation gained 
in some circles that a repressive policy against the socialist countries is 
bound to fail, it is possible that the forecasts by the U.S. research 
institute Wharton Econometric Forecasting Associates may turn out to be 
correct: They predict a dramatic reverse of the shrinking trend to a strong 
growth in trade with the East. It will depend on those involved, though, 
which of the possibilities is going to prevail. 


To the extent that the United States tried to escalate its economic warfare, 
resistance grew against the instigators of this confrontation. Erich Honecker 
describes as follows the intentions of the most aggressive circies of 
imperialism and, at the same time, the failure of the strategic objectives of 
the economic war: “A policy of sanctions and boycott, trade and economic war, 
oriented to confrontation, is ultimately unable to force either the USSR or 
the socialist community to bend the knee to imperialism. It is quite able, 
however, to undermine economic and political cooperation, and this runs 
directly counter to the interests of det te and the normalization of the 
international situation. It is in the interest of all peoples to end this 
confrontation and encourage peaceful cooperation for the mutual benefit 
instead of ruining it by useless attempts to blackmail the states of 
socialism." (53) 


If political detente is to be secured and materialized by way of deepening 
economic relations between East and West, it is a task of the first magnitude 
to overcome the imperialist economic war, ultimately directed against the 
interests of all parties in international trade. The increasing appreciation 
of everybody's best interests offers additional opportunities for getting the 
better of the imperialist economic war. 


Chapter III (Excerpt) 
Contradictory Results of State Monopolistic Operations 


The influence of the bourgeois state on East-West economic relations is due to 
some factors that involve highly contradictory interaction between encouraging 
and obstructing measures. They depend largely on the internal balance of 
power, the economic situation of the respective countries and the totality of 
external framework conditions--in particular political factors. It is obvious 
that attitudes inside and among the imperialist states are by no means uniform 
with regard to all issues, and that many gradations must be noted--despite 
basically fairly uniform anticommunist convictions. The contradictory 
conceptions and perceptions of the various groups of the monopoly bourgeoisie 
intersect in the ways and means of influencing East-West economic relations. 
Variations range from frankly reactionary circles who reject almost all types 
of economic cooperation to those circles of the monopoly bourgeoisie who 
advocate a highly developed exchange with the socialist states. 
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The new quality of East-West economic relations, developed in the 1970's and 
reflected in cooperation, compensation, cooperation on third markets, 
scientific-technological cooperation, and so on, objectively requires a much 
greater commitment by the capitalist state. Indeed, despite the different 
roles assumed by individual countries, the capitalist state has relatively 
many opportunities to affect the general development of foreign economic 
relations and, therefore, those with socialist states. As I mentioned before, 
this influence may be either encouraging or obstructing, and I will deal with 
these aspects in the following. 


Factors Promoting East-West Economic Reiations 


In general we may note that the system of state monopolistic foreign trade 
promotion vis-a-vis the socialist countries is practiced very differently in 
the three competing imperialist centers. This is reflected in the volume of 
foreign trade as well as in the extent to which new methods of cooperation are 
used in reciprocal economic relations. 


Japan ranks first with respect to state monopolistic export promotion, while 
the Western European countries display a greater variety in handling this set 
of tools. France and Italy use it more resolutely and purposefully than the 
FRG, the Netherlands and Switzerland.(22) In France this state monopolistic 
mechanism serves to promote East-West economic relations by, for example, 
direct state subsidies granted French firms which participate in fairs in CEMA 
countries or for business trips to these states. France also uses 
bilateral institutions to control and favor these economic relations. The 
French Government has a positive attitude to the conclusion of cooperation 
agreements with CEMA countries.(23) In the matter of credits, also, France 
and Italy were most receptive in the 1970's. 


I will now list some of the capitalist states’ measures and possibilities to 
stimulate East-West economic relations: 


l. State guarantees may be provided to encourage cooperation, for example the 
financing of large-scale projects with state guarantees for the extension of 
credits or preferential loan terms (interest concessions, and so on), a8 is 
the international custom in the case of such projects, and lastly also by the 
assumption of government secured guarantees. 


Sometimes the easing of credit for projects in East-West economic relations by 
the respective governments is part of bilateral agreements. Article 5 of the 
6 May 1978 Agreement on the Development and Deepening of Long-Term Cooperation 
between the USSR and the FRG states: “In view of the importance of financing 
including the grant of medium and long-term loans for the further development 
of economic cooperation, the contracting parties will--to achieve the 
objectives of this agreement--make every effort with regard to the issue of 
guarantees, so that medium and long-term loans may be granted within the 
framework of the regulations in each of the two states and on the most 
favorable possible terms.” (24) 
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However, such opportunities are used to a limited extent only. The capitalist 
states stimulate exports to almost all other countries by a purposeful and 
State subsidized credit policy, either directly, that is by export promotion 
via lending on preferential terms, or indirectly, by the insurance of export 
transactions, largely by way of export credits, but such facilities are not 
available nearly as steadily vis-a-vis the socialist states. 


2. Another possibility is the capitalist states’ grant of most favored nation 
treatment to the socialist countries. This old established international tool 
for the promotion of international trade may be used deliberately by 
capitalist governments to facilitate and stimulate East-West trade. The 
comprehensive bestowal of most favored nation status--advocated by UNCTAD and 
CSCE--would help to largely remove still persisting discrimination in 
international trade and accord the same legal status to all states involved in 


international business transactions. Finland's foreign trade boasts a 
relatively large share of involvement by socialist countries (around 28 
percent) --more than other capitalist countries. This exemplifies the 


usefulness of the purposeful stimulation of these economic relations by means 
of most favored nation treatment, among other factors. 


3. Purposeful customs preferences, tax relief and other measures may also 
positively affect East-West economic relations. 


The Finnish Government, for example, agreed tle planned lowering of customs 
tariffs for imports from the CEMA countries. This measure was positively 
affected by the Finnish Government's earlier step of initiating closer 
cooperation with CEMA, backed by a state treaty. This demonstrates the 
encouraging role a bourgeois state may play in East-West economic relations. 
At the same time we must always remember the great importance of the 
interaction of politics and economics. 


4. Some state monopolistic regulations, for example with regard to structural 
development programs, may have beneficial effects on the development of East- 
West relations. These proceed increasingly with state involvement § (in 
particular with regard to environmental control, transportation, the 
infrastructure and reconstruction projects for entire industries as well as 
research and development), so that the state here also has objectively 
Satisfactory possibilities for promoting cooperation with socialist states. 
At the same time the state may here purposefully aid the involvement of small 
and medium-size firms in East-West cooperation, and this has been provided for 
in some agreements with so . * countries. 


The second (1979) Ten-Year Agreement on Economic, Industrial and Technical 
Cooperation between the USSR and Austria, for example, emphasizes the 
importance of the involvement of small and medium-size capitalist firms. (25) 
Other than large corporations, 200 small and medium-size FRG firms are 
involved in the largest iron and steel industry project, now being carried out 
in USSR-FRG cooperation, the Oskol electro-metallurgical combine. (26) 
Specialized Austrian medium and small-size firms, for their part, hold an 
around 40 percent share in Austrial economic relations with the GDR. (27) 
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5. Opportunities also offer for the further development of East-West 
economic relations by the use of the state sector, in particular in the West 
European countries. 


Experience has shown us that a relatively extensive East-West trade is carried 
on in those capitalist countries of Western Europe, where the state sector, in 
other words state ownership of the means of production, includes a 
considerable section of industry. The respective governments are thus able to 
provide a particular stimulus to East-West trade. 


To be mentioned in this context is Austria which boasts a relatively strong 
state sector in industry, accounting for about 20 percent of total gross 
output and exports. The socialist countries, for their part, account for 
about 20 percent also of the total exports of this sector. (28) State 
enterprises hold some 45 percent of the Austrian exchange of commodities with 
the USSR; in the case of the GDR, this share amounts to slightly more than 
50 percent. VOEST-Alpine AG, the largest enterprise in this sector, does 
around 20 percent of its business with socialist countries; in the average of 
the 1970's almost 20 percent were recorded also by Chemie Linz AG. The latter 
chemical corporation obtained a third of its imports from the CEMA countries. 
More than half all passenger and cargo ships built at the state owned shipyard 
Korneuburg were destined for the USSR. 


In France, too, the state sector of industry is relatively strong, for 
instance in energy supply, processing industry, the automobile industry, 
aircraft production and the chemical industry.(29) Many of these firms 
cultivate active economic relations with the CEMA countries. New methods of 
cooperation in automobile construction, for example, were almost exclusively 
handled by way of the state owned Renault company, though there are another 
three French automobile manufacturers. In the sector of scientific- 
technological cooperation, Electricite de France, another nationalized firm 
and producer of more than 60 percent of the electricity needed in France, was 
the first major French firm to initiate scientific-technological relations 
with the Soviet Union. Nationalized firms account for 25 percent of French 
exports to the USSR. 


The Italian Government holds more than 20 percent of the country's capital 
investments and, via its holdings and subsidiaries, controls almost 400 
corporations and firms. The entire state property (enterprises, investment 
participations, banks, insurance and commercial companies) are supervised by a 
few financial holding companies such as ENI, IRI, EFIM, and so on. They are 
all more or less involved in East-West Trade and have been so for a relatively 
long time. These state holding companies hava available their own financial 
enterprises and banks, thereby exercising considerable influence on the 
Italian capital market. A special ministry of government holdings supervises 
most state owned enterprises and plans their common policy. 


An agreement signed by the Italian ministry of government holdings and the GDR 
ministry for foreign trade in summer 1978 proves that the Italian Government 
wishes to mainly use this sector to expand its cooperation with the socialist 
countries. This agreement provides for the substantial expansion of economic, 
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industrial and scientific-technical enterprises of the GDR and semi-state owned 
enterprises in Italy. (30) 


Conditions in Italy therefore tend to favor the development of economic 
relations with the socialist countries by bringing to bear the relatively 
strong nationalized sector (Italian state owned enterprises account for more 
than 50 percent of exports to the CEMA countries--examples are ENI, Finsider, 
Montedison and so on). 


In general, the state sector enables the governments of the countries 
mentioned to purposefully work to meet the obligations for the expansion of 
East-West economic relations, assumed by way of government agreements, and 
thereby promote trade with the socialist countries. 


6. The use of contacts at the highest level is another immensely important 
instrument for helping along East-West economic relations. The FRG, for 
example, maintains such contacts with many CEMA countries to a much greater 
extent than other capitalist countries. In the past this has favorably 
affected the FRG's competitive status in East-West economic relations. 


Altogether we may claim that the further development of East-West economic 
relations tends to require a much more active commitment by the capitalist 
state to encourage such relations; at the same time many unexploited 
possibilities are available. 


Reinforcement of Restrictive Practices 


Counter to this need, no diminution of the existing obstacles in the sphere of 
these relations is perceptible at this time. Indeed, significant government 
actions adversely affect the progress of East-West economic relations. 


At the end of the 1970's, especially, due to the more acute U.S.confrontation 
policy vis-a-vis the socialist community, obstacles, restrictions, embargoes 
and boycotts and other measures directed against better East-West economic 
relations showed a considerable increase in intensity. 


As we know, most of these initiatives begin in the United States, often 
against the objections of their allies. While the United States had never 
made any genuine effort to encourage East-West economic relations, its 
attitude turned positively destructive at the threshold of the 1980's, from 
the standpoint of its general strategy, directed to a “crusade against 
communism." This policy is also a part of U.S.efforts to insist on its 
leadership of all other capitalist countries. 


Though I generally considered this problem in Chapter I, let me here deal in 
detail with various directives that tend to substantially disrupt 
international trade and are designed to serve these U.S. objectives. The 
following measures are particularly characteristic: 


l. The 1979 Export Administration Act subordinates economic relations with 
socialist states to the realization of the U.S.Administration's political 
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objectives and, beyond the national framework, asserts the 
U.S.Administration‘’s extraterritorial legal claim. The respective controls, 
therefore, apply not only to direct U.S.exports but also to reexports of 
commodities and equipment originating in the United States.(31) This clause 
represents crass interference in the internal affairs of other countries. 


2. Generally and openly, economic relations are used as a weapon to help 
achieve U.S.foreign political objectives, to exert pressure, threaten and 
blackmail. The means are embargoes, boycotts, discriminatory protectionism, 
refusal of credit, and so on. The policy of equipment embargoes specially 
obstructs the dynamic elements in international economic relations, because 
international equipment exchanges--the importance of which as means to 
intensify international economic relations and settle world problems is 
growing objectively--requires long-range, complex and secure agreements. 


Instead, the U.S.Administration radically cut the volume of bilateral 
relations and contacts with the USSR in the scientific-technical field. 
Though the Soviet-American agreements on cooperation in the exploration of the 
worlds’ oceans, environmental control, medicine and health care and, later, 
agriculture also, were officially extended in December 1981, real cooperation 
was substantially reduced by comparison with the mid-1970's; moreover, if 
cooperation continued to be pursued, it had to cope with many obstacles. (32) 


3. The government adopted boycott measures, for example refused or insisted 
on reductions in imports from socialist countries by the United States and the 
EEC region. This was to make it harder for the CEMA countries to carry on 
their export offensive and impede or undermine the socialist countries’ 
efforts for balanced trade and improvements to their commodity structure. 
Reactionary imperialist circles are exploiting for the purposes of their 
policy of confrontation the growing neoprotectionism in the capitalist world 
economy, to escalate this protectionism in a discriminatory manner vis-a-vis 
the socialist states and link it with political objectives. 


The various applications of the existing tariff and non-tariff trade obstacles 
currently tend to inflict very severe damage on the CEMA countries’ potential 
sales on the capitalist world market. Particularly affected are industrial 
exports, among the most important exports from the CEMA countries consonant 
with their economic structure--not only in trade within CEMA but with 
nonsocialist countries also. 


4. The U.S.Administration, in particular, attempts to pressure the socialist 
countries by barring their access to international credit markets. (33) This 
is designed to thwart the normal financing of East-West economic relations. 
These efforts aim in particular to 


-- Raising the cost of loans to make it more expensive for the CEMA countries 
to financially settle East-West trade; 


-- Generally reduce credit relations serving the development of East-West 
trade (for instance state subsidized or guaranteed export credits by 
capitalist countries, Euro credits, supplier credits) ; 
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-- Use credit relations as tools for the exertion of political pressure and 
for interference in the internal affairs of CEMA countries' 


-- Create a common set of instruments for the imperialist states to coordinate 
the credit policy of the capitalist countries or banks engaged in East-West 
trade. 


36 The United States endeavors to achieve the increasing coordination of the 
capitalist countries’ East-West economic relations--under its supervision--by 
the greater involvement of capitalist organizations and institutions. The 
U.S.Administration is attempting, for example, to misuse United Nations organs 
such as UNCTAD, ECE and the Paris Union Convention for the Protection of 
Commercial Property, to torpedo the deepening of the international exchange of 
technologies and the drafting of democratic principles and terms required for 
that purpose. 


6. Well known measures are being reactivated, such as 


-- The refusal, withdrawal or selective application of most favored nation 
treatment vis-a-vis socialist countries. As a result, many CEMA countries are 
subject to extremely high customs tariffs; usually they need to pay triple the 
customs duty payable by countries enjoying most favored nation treatment. 


Consequently U.S.customs authorities charge GDR export goods 30-40 percent of 
the value of the goods--in some cases even 100 percent--vastly more than the 
tariffs charged other countries and disadvantaging the GDR so as to make many 
business transactions altogether impossible. (According to U.S.customs 
statistics, the rates of duty for machine tools are usually 5-10 percent--for 
countries enjoying most favored nation treatment; the rates for the GDR amount 
to 30-45 percent.) 


-- The quotas imposed by the EEC on commodities from socialist countries alone 
prevent the full utilization of sales opportunities whether for traditional or 
technology intensive new export commodities. 


The FRG, for example, imposes quantitative restrictions on almost 500 import 
headings from the USSR.(34) Though, for Bulgaria, 94 percent of the goods on 
the export list are free, the remaining 6 percent, representing 50 percent of 
the value of Bulgarian exports to the FRG, are subject to special quotas; 
they include metals, textiles, some chemicals, woodwares and steel. (35) The 
effects of EEC protectionism on Hungary adversely affect exports of clothing, 
textiles, shoes, steel and lamps, in particular. Textiles, shoes and steel 
also figure among the commodities affected with regard to CSSR exports. As 
for the USSR, obstacles are put in the way mainly of exports of steel, 
nonferrous metals, chemical products, woodwares, ball bearings, some types of 
industrial equipment and consumer goods.(36) Overall this protectionism has 
particularly negative consequences for labor intensive products of the 
processing industries. (37) 


-- The extremely strict control and reglementation of imports from the CEMA 
countries carried on by the capitalist industrial countries with regard to 
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such sectors as are most affected by the crisis in the capitalist world 
economy (metallurgical products, textiles, and so on). 


Since the late 1970's, the EEC countries have made 127 textile products 
subject to import licensing, in other words imposed quotas on such imports. 
At the same time mandatory minimum prices were fixed for iron and steel 
exports to third countries. Other products affected by quotas are leather 
goods, in particular shoes, home entertainment electronics, motorcycles, 
technical consumer goods, zippers, mineral oils, some fertilizers, electric 
bulbs, ball bearings, glassware, ceramics, floor tiles, and so on. 


-- The increased use of licensing by respective procedural regulations in the 
capitalist industrial countries to make trade more difficult (cuts in the 
application times and periods of validity, delayed issue of licenses, ban on 
license overstays). 


-- The rapid rise in the incidence of so-called antidumping proceedings 
against socialist countries to stop the positive development of their 
exports. This amounts to the imposition of high customs duties on imported 
commodities, because they are alleged to be offered on the market at unduly 
low prices (dumping). It says a great deal that their--increasingly 
frequent--use begins as scon as an antidumping investigation is launched. In 
other words, immediately rival domestic manufacturers with protectionist 
ambitions call on their authorities to initiate the respective proceedings, 
imports are virtually halted. In 1977, the EEC Commission issued new 
antidumping guidelines even more simplifying the application and initiation of 
such proceedings. As a result their numbers have jumped. (38) 


As a result of these measures, export conditions on capitalist markets were 
made additionally difficult for the socialist states--already hard hit by the 
crisis in the capitalist countries (decline in demand, greater competition, 
and s0 on). The achievement of stable sales and purchase lines for the CEMA 
countries is considerably more complicated. 


When assessing future trends, we must assume that the trade policy of the 
capitalist countries as practiced at the present time will affect 
international trade in the next few years also--on the one hand due to the 
radical aggravation of the rivalry on the capitalist world market, on the 
other due to the imperialist policy of confrontation. 


As regards the prospects of East-West trade, the possible expansion of trade 
obstructions in the capitalist countries would be bound to adversely affect 
exports by the socialist states, in particular of more highly processed, labor 
intensive and technically high-quality products. The import restrictions on 
the CEMA countries existing in the capitalist countries also represent a 
serious obstacle to international trade, and this is even further aggravated 
when these measures are coupled with political actions directed against the 
socialist states. Not even the imperialists deny that the continued pursuit 
of the present trend will involve considerable injury for the capitalist 
industrial countries also--not only from the aspect of their economies but 
also from that of international political relations. 
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If they are to develop as advantageously as possible, world economic relations 
do objectively require state monopolistic regulation by the imperialist 
states. However, state measures to stop these relations are an entirely 
different kettle of fish. Business circles in the capitalist countries cannot 
be indifferent to their governments and state organs’ behavior with regard to 
economic relations with the socialist countries--and that is very relevant 
indeed to the interaction between the capitalist state and the monopolies. 
Actually the basic issue is this: What is their political attitude in their 
relations with the socialist countries--that of peaceful coexistence or that 
of the “crusade against communism.” It must be perfectly clear that the role 
of the capitalist state and its organs in the first named directicn needs to 
be encouraging if East-West economic relations are to progress fur the mutval 
benefit of both sides. Being in charge of political relations, the capitalist 
governments bear a special responsibility in this regard. 


The New Quality of International Instruments 


The growing responsibility borne by governments for the organization of East- 
West economic relations is (and not least) reflected in the international 
legal foundation that represents the basis of these relations. Consequent 
upon the influence exerted by the socialist states, new methods and a new 
quality of the international mechanism for the organization of East-West 
economic relations emerged in the 1970's, in particular, involving the states 
of both systems. This system of instruments, agreements, mechanisms and 
institutions bases on the principles of equality, mutual benefit and 
noninterference and, thereby, carries forward to the international stage the 
progressive democratic elements generated by the socialist states. 


At a time when, --due to many factors and changes in world economic structures 
and powers, specially by the influence of socialism and the new role of the 
developing countries--, a new order of international economic relations, their 
oranciples and institutions, is on the agenda, this system that grew together 

th East-West economic relations represents an encouraging factor for all 
-ogressive trends and endeavors in the world economy.(39) Particularly at 
this time, it counteracts the decline in East-West trade. Ths set of 
instruments serves the control and regulation of East-West economic relations 
by both sides and has had demonstrably favorable effects, is mainly the result 
of successful developments in the conditions of the international detente in 
the 1970's. It will certain affect the further organization of East-West 
economic relations in the second half of the 1980's and beyond, and generally 
encourage the reorganization of international economic relations on a 
democratic basis. 


This set of instruments involved first of all the bilateral agreements § at 
government level, concluded between socialist and capitalist states. These 
agreements, usually proposed by the socialist states, decide the direction and 
principles of cooperation; they are based on democratic principles of 
international economic cooperation, are of a long-range nature and therefore 
offer important prerequisites for the achievement of a purposeful development 
(balanced in terms of mutual interests) of economic relations between 





socialist states and capitalist industrial countries and give these relations 
the political and economic stability required. 


At the present time the following types of international agreement on economic 
cooperation between the CEMA countries and the majority of capitalist 
industrial countries predominate: 


-- Long-term trade agreements; 


-- Government agreements on cooperation in trade, business, industry, science 
and technology; 


-~ Long-term programs on the development and deepening of economic and 
industrial cooperation; 


-- Credit agreements; 


-- Agreement on cooperation in various sectors of the national economy or 
branches of industry. 


In recent years these agreements have further developed in qualitative terms: 
They also include new spheres of East-West economic cooperation and are for 
longer terms, some for 25 years (examples are USSR-Finland, USSR-FRG). 


Moreover, large-scale, long-term commercial agreements and contracts are 
increasingly concluded between the CEMA countries’ foreign trade organizations 
and firms in capitalist countries, in particular on a compensation or 
cooperation basis. 


Secondly and simultaneously, some types of mechanisms for cooperation have 
evolved as a consequence of the development of the treaty and contract 
appropriate organization of the bases of East-West economic relations és 
influenced by the socialist states. These evolved mainly by reason of 
objective economic requirements, and most of them have proven useful in 
practice. 


They include especially those bilateral institutions joining representatives 
of the two side and created by government agreements between socialist and 


capitalist states on the development of reciprocal economic, industrial and 
scientific-technological cooperation. These institutions have the special 
assignment to back and encourage the realization of the agreements. The 


following are some of them: 


-- Mixed government commissions, 

-- Mixed study groups for specific sectors of cooperation, 

-- Temporary groups of experts, 

-- Technical committees, subcomittees on special problems of cooperation, 
-- Economic advisory councils or trade and business advisory councils, 

-- Joint chanmbers of commerce. 
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As institutions for the promotion of cooperation between states with 
different social systems, all of them embody a new type of the mechanism of 
international economic cooperation. By virtue of the cooperation of 
representatives from the socialist partner states, they are able to _ lend 
greater stability to the intersystemic economic relations--as a new quality of 
world economic relations--, counteract adverse influences of the capitalist 
world economic system, positively affect the attitude of the capitalist states 
and contribute to the introduction of new principles in international economic 
relations. 


These treaties, agreements and mechanisms therefore provide favorable 
prerequisites for the capitalist states also to for their part promote East- 
West economic relations and discharge their responsibilities, assumed in the 
respective treaties and agreements, for the organization of these relations, 
especially as regards the framework conditions. 


Still, it is imperative once more to emphasize that all these new types and 
mechanisms of cooperation can be ful'y useful to both sides only if the 
general conditions in the capitalist countries and their attitude to East-West 
economic relations are positive on the whole; again, political relations must 
be accorded special priority. Let me remind you of the proof offered by the 
beginning of the 1980%s, when imperialist conceptions of economic’ warfare 
produced steadily more adverse effects on the implementation of the objectives 
of bilateral agreements and the work of bilateral government commissions and 
other institutions of East-West relations. Admittedly, East-West economic 
relations had already assumed so much importance, that the most aggressive 
imperialist circles did not succeed in making prevail their conceptions to the 
desired extent (that is actual liquidation). 


In future it will be important to further expand this tried and tested 
mechanism with its progressive elements which already influence economic 
relations in capitalism. Provided these progressive elements and instruments 
of international economic relations--evolved as the result of the influence of 
socialism--, prevail, they will be able to exert a favorable influence on the 
attitude to East-West economic relations by the capitalist states and the 
monopolies. 


Chapter IV 


Possibilities of and Approaches to Economic Relations between Socialist and 
Capitalist Countries 


The CEMA countries have frequently reiterated their firm intention to maintain 
economic relations with Western industrial countries and to purposefully 
further develop them. Decisive for this attitude is the fact that it allows a 
contribution to be made to the preservation of world peace, the peaceful 
coexistence of states with different social systems, and that economic 
relations for the mutual benefit may have an important role in the 
accomplishment of the economic tasks the CEMA countries have set themselves. 
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Of course, the interest in economic relations between capitalist and socialist 
states is not limited to the latter alone. Influential business circles in 
Western industrial countries are repeatedly showing much interest in the 
expansion of commercial relations; for many and various reasons, politically 
Significant circles in the governments of many Western countries, parties and 
Organizations also advocate the further development of such relations. We may 
therefore assume that we may in future expect influential forces to in their 
Own interest agree with us about the desirability of developing more economic 
relations between East and West. 


On the Political Framework Conditions 


Unfortunately not all signals are set for the preservation, consolidation or 
expansion of East-West cooperation. The current situation is also 
characterized by U.S.and NATO efforts at any price to shift the strategic 
world situation in their favor. This became very clear in late 1983, when--by 
the emplacement of its missiles--the Reagan Administration deliberately 
torpedoed the Geneva negotiations on the limitation of nuclear arms in Europe. 


The states of the socialist community reaffirm that they are on principle and 
without any change maintaining their political line as spelled out again in 
the January 1983 Prague Declaration and at the June 1983 meeting in Moscow of 
the top representatives of the Warsaw Pact- This is aimed at doing everything 
possible for the preservation of world peace. They are therefore generally 
prepared to deepen relations and the dialogue with the capitalist states, that 
is with all those who “advocate a constructive settlement of the problems, 
European and international security, the reduction of tensions, the lowering 
of the level of military confrontation, peaceful coexistence and actual 
cooperation among the nations, regardless of their social systems."(1) The 
strategy of the community of socialist countries orients to oppose any actions 
aimed at worsening the East-We-* relationship and arising from the escalation 
of overarmament, the imperialist policy of threats, blackmail, military 
adventurism and ideological warfare, and at the same time to do everything 
possible to defend the existing profitable relations in the economic, 
scientific and technical sphere. 


Nevertheless, in future also the interaction of politics and economics--and 
the primacy of the former--will remain a fact of life. Let me stress once 
more that East-West economic relations will satisfactorily and lastingly 
advance only in harness with constructive political settlements, including the 
emerging process of military detente as the reflection of the wish for peace 
of all involved. It follows that the political framework conditions with 
political configence at their center cannot be overestimated with regard to 
the future of East-West trade. 


The formation of political confidence is quite properly assigned to the sphere 


of military environment. We all know that mankind is threatened with the 
ultimate danger--the danger of its own destruction--by aggressive imperialist 
policy. Not least for that reason is it urgently necessary for economic 


relations between East and West--as a factor promoting detente--to be 
encouraged rather than discouraged by politics. Consequently arms limitation 
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and reduction would be positively compelling steps for the improvement of the 
political environment. This would provide a beneficial political push to the 
more favorable development of the economic situation. The general improvement 
of the political and military environment is thus the vital prerequisite not 
only for the preservation of peace but for economic relations between East and 
West also. The states of the Warsaw Pact have drawn up and submitted 
proposals for the respective agreements, including treaties on the 
renunciation of miiitary force. 


Incidentally, many Western partners of the CEMA countries are appreciating the 
importance of politics within the framework of general relations between East 
and West, considering political detente the necessary foundation of a new 
upsurge in East-West economic relations. East-West relations can advance only 
in a climate of constructive political settlements as the expression of a 
peace promoting will. That applies even if the economic situation were to 
improve, and far more if it were to remain difficult. In this spirit-- 
although this involves more than faith and hope--we must agree with those 
Western experts who “hope and believe that, as often in the past, politics 
will arrive at new settlements for future East-West relations even in the 
currently serious situation--and even though this is bound to take a long 
time, will again provide a stable and reliable basis for economic cooperation 
as well."(2) 


Contradictory Trends in the Capitalist States’ Economic Policies 


Due to the divergence of interests, the economic policies of the capitalist 
states, in particular their governments, are characterized by extremely 
contradictory trends. 


On the one hand, the United States, and particularly the highly reactionary 
wing of the ruling political group, is undertaking enormous efforts to urge 
developments in a direction that more and more evidently aims in the long term 
to conduct an imperialist economic war against socialism. The protagonists of 
this conception insist that restrictions in the sale of equipment to the USSR 
and its allies should be as extensive as possible and already now fixed 
through 2000. Accordingly, the export control system put in place in the late 
1940's, and its application at the expense of the socialist countries and 
international trade is said to be of prime importance for U.S.and NATO 
interests. (3) Entirely in this spirit, the Washington Institute for 
International Economics advocated for the future also “economic sanctions to 
assist foreign policy goals."(4) This is precisely the gist of the 
U.S.Administration'’s long-term efforts to coordinate and dictate the economic 
policies of all capitalist states. It is increrasingly endeavoring to 
subordinate international organizations to this goal also. U.S.Secretary of 
State George Shultz, for example, told the OECD Council of Ministers (an 
economic organization which includes neutral capitalist industrial countries 
as well as the NATO countries), that OECD needed to be paramount in the 
supervision of the attitudes and trends in West-East trade and financial 
relations. 
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Still, though currently only within strict limits, more realistic attitudes 
seem to be gaining ground even among senior U.S.politicians and their 
environment. U.S.Secretary of Commerce Malcolm Baldridge proposed a reduction 
in the Cocom embargo lists to 50-60 percent of the commodities hitherto banned 
from export to the CEMA countries. Especially business circles not 
immediately benefiting from the gigantic profits resulting from overarmament 
aim, in their own interest, “by all means at our disposal to prevent” any 
expansion of the Administration‘’s restrictive export controls (as per an 
interview with U.S.Chamber of Commerce president Richard Lesher.(5) We must 
nevertheless guard against the assumption that a shift beyond tactical and 
electoral considerations is likely in current policy as initiated and backed 
primarily by extremists. 


As rege*ds future developments in the economic policy of the other capitalist 
countries vis-a-vis the socialist community of states, we note that all 
aspects of the economic war are meeting with increasing resistance by West 
European business in particular. This resistance is strongest with regard to 
direct U.S.interference in the business interests of the Western partners 
(greater restrictions on equipment deliveries, for example, or stricted Cocom 
regulations, or restrictive credit policy). Otto Wolff von Amerongen, 
president of the German Industrial and Trade Association (DIHT), repeatedly 
criticized American actions directed at “enforcing greater restrictions or a 
kind of trade war...by the pretext of classifying as ‘security goods‘ nore and 
more products intended for the exchange of commodities.” (6) Other serious 
reproaches are addressed to the revision of the U.S.Export Administration Act 
which, analogous to the failed embargo on the natural gas-pipe transaction, is 
designed to establish the extaterritorial application of restrictive domestic 
U.S.laws against overseas branches of U.S.corporations and firms in Western 
Europe and Japan, in case these latter were to conduct business with the 
states of the Warsaw Pact against the wishes of the U.S.Administration. The 
result of this application of U.S.law would be the legitimation of the ban on 
deliveries of American commodities and on the issue of licenses to these 
corporations as well as import restrictions on those in the United States as 
well as other kinds of “punishment.” 


West European demands with regard to the restrictions in the field of credit 
are also increasing with a view to either generally liberalizing the credit 
embargo or at least allow for selective consideration of easing lending to 
some CEMA countries. 


There are also West European objections to the U.S.desire for coordinating the 
East-West economic policy of the capitalist countries. 


In general the West European assessment of the possibilities for realizing the 
U.S. efforts at pressuring the socialist countries tends to be more realistic 
than analogous U.S.appraisals. The West Europeans are certainly taking into 
account the importance of East-West economic relations for Western Europe in 
its rivalry with Japan and, even more, the United States. Another reason for 
West European reservations with regard to an economic war against the CEMA 
countries--bound to come even more to the fore in the 1980‘'s--was phrased as 
follows by Berthold Beitz, chairman of the supervisory board of the FRG Krupp 
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Corporation, who pointed out the secure and expanding markets of the CEMA 
region: “The East is not susceptible to economic blackmail.*”(7) 


Still, the West European governments are very cautious in their objections to 
the policy pursued by the United States, and this may have very adverse 
effects indeed on international trade in the 1980's. On the one hand, these 
U.S.allies favor the expansion of economic relations--in contrast to the 
United States. On the other hand, the governments of the West European 
countries and Japan at least to some extent and with regard to specific items 
agree with the U.S. activities against economic cooperation, citing that the 
Warsaw Pact countries might derive military benefits from such economic ties. 
This is exemplified by their readiness at least partially to expand the Cocom 
embargo lists (by about 50 of the 140 headings requested by the United States 

according to the status of March 1984); this affects, among others, 
microelectronics, robot equipment power plant and installations. In some 
instances even countries which are not members of Cocom (Switzerland, Austria 
and Sweden) back off as a result of U.S.threats and feel compelled to “review” 
their national regulations on the export of so-called strategic goods to the 
CEMA countries. (8) Moreover, West European and especially EEC countries 
place many other obstacles in the way of trade. 


In the next few years we must therefore expect very contradictory and rough 
developments in the area of political and economic framework conditions. They 
are generally characterized by the further deepening of the general crisis of 
capitalism and simultaneous structural and cyclical crises. The capitalist 
governments’ policies with regard to the politics and economics of East-West 
relations are closely connected with the crisis manifestations and at the same 
time have some of their important roots therein. Developments will continue 
to be determined by strong conflicts about the different variants of 
imperialist policy. We may assume with various ideologues in Western Europe, 
that the policy of muddling through will prevail. (9) In this case the 
existing contradictions among the imperialist states may well be temvorarily 
hidden while new divisions grow up. It is only too likely, therefore, that in 
future also phases of exacerbation will alternate with those of relaxation § in 
the East-West dispute. 


The contradictory features of the basic political and economic conditions and 
the increasing rivalry between the imperialist centers and individual 
imperialist states will not permit a completely uniform and coordinated 
economic strategy against the CEMA countries--though the fundamental 
antisocialist interests of imperialism will continue to persist. Due to many 
differences in general as well as detailed aspects, the conflicts in the basic 
lines of economic strategies and policies are virtually unbridgeable. In the 
course of constant clashes, there will always be a search for new compromises 
between the competing positions of the imperialist centers and their 
countries, but even agreement at « low common denominator is unlikely to long 
endure. 


As regards the second half of the 1980's, it will also be much affected by the 
intensive efforts of the socialist states for an improvement in the 
international situation, coupled with the aim sot only rapidly to develop 
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their own socialist economic integration but at the same time to further 
organize economic cooperation with Western industrial countries. 


Despite all the opposition of the most aggressive circles of imperialism and 
regardless of the timid nature of its text, the outlines sketched above are 
reflected in the “concluding document” of the Madrid Conference,(10) in 
particular the reaffirmation of the principles of security, the provisions on 
a conference on measures to promote security and disarmament in Europe and 
aiso deepened cooperation in the sectors of the economy, science and 
technology as well as the environment. The participants of the CSCE confirmed 
their interest in the encouragement of the appropriate favorable conditions 
for the further development of trade and cooperation, not least by reiterating 
the need to fully meet the provisions of the final Helsinki communique. We 
must consider the general attitude at Madrid from these aspects: “That the 
realization of all provisions of the final communique and complete respect for 
the principles stated therein on relations among them represent the essential 
basis for the development of their cooperation in the sectors of the economy, 
science and technology as well as the environment. At the same time they 
reaffirm their conviction that cooperation in these sectors contributes to the 
consolidation of peace and security in Europe and the entire world. In this 
Spirit they again express their resolution to continue and strengthen this 
cooperation, regardless of their economic and social systems.*(11) 


Possible Future Developments of Economic Relations between East and West 


Taking account of the extremely complicated political and economic situation 
in the first half of the 1980;s, socialist and capitalist countries differ 
considerably in their assessments of the future shape of East-West trade. 
Some ultra pessimists allow hardly any chance of positive development in 
economic relations between the CEMA countries and the OECD states; on the 
contrary, they forecast their increasing insignificance. Such views are found 
most of all in the United States, among advisers and members of the 
Administration. They try to assign responsibility for this somber forecast to 
the economic developments in the socialist countries. Actually responsible 
are their own destructibe strategies and designs. These are directed to the 
further worsening of the international situation, and the realization of these 
designs is to injure the socialist states. 


Any such further deterioration in East-West economic relations would be highly 
disadvantageous for the economies of all those involved, and--above all--this 
would mean the undermining of an important basis of political detente. All 
those interested in the preservation of peace are bound to unequivocally 
reject such an economic war. 


Despite all machinations of the boycott and embargo policy, the 
internationalization of economic life will continue to affect East-West 
economic relations. Admittedly we cannot assume a rapid surge in East-West 
trade in the near future, though this is a prospect considered possible by the 
earlier mentioned U.S. Wharton Econometric Forecasting Associates. This 
institute actually predicts “a dramatic reversal of the shrinkage trends” and 
a “strong growth in Eastern trade."(12) This evidently amounts to an 
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underestimate of the actual political and economic problems that currently 
give a negative connotation to the framework conditions of East-West trade. 


A realistic appraisal of the situation and its possibilities, featuring 
neither unjustified pessimism nor unreasonable euphoria, is likely to be most 
useful to the economic interests of the partners in East and West and, at the 
same time the improvement of the international situation. We may say quite 
definitely that the potentials of East-West cooperation have certainly not 
been exhausted. Of course we must assume that, instead of another 
exacerbation in the confrontation with regard to politics and economics, we 
will see a softening of these tendencies among leading imperialist circles, 
offering at least an appropriate political framework for the further 
organization of relations. 


Still, even if the more positive organization of political framework 
conditions is going to exert a beneficial effect on economic East-West 
cooperation, we must remember that these are relations affected on the 
capitalist side by profound and irreversible changes in the conditions of its 
very existence. Developments will therefore in future also be influenced by 
the profound cyclical and steadily worse capitalist structural crises, 
although this certainly does not exclude positive opportunities for the CEMA 
countries with regard to the sale or purchase of commodities as well as 
cooperation. 


The CEMA countries’ objectives are closely tied and subordinated to _ the 
continued pursuit of their economic policy in direction of the further 
socialist intensification of their national economies and deepened economic 
integration. It is from these standpoints that they interpret the increase in 
the output and export of marketable products consonant with world market 
demand. 


In the foreground of the CEMA countries’ attention is not primarily the 
quantitative expansion of turnover but the better utilization of qualitative 
factors that may arise from these economic relations (greater efficiency, 
improved export and import ratios, and so on), coupled with the priority use 
of the domestic possibilities available for the accomplishment of the set 
tasks in each CEMA country and the community of the socialist countries as a 
whole. It is worth noting that the proportion of foreign trade with 
capitalist industrial countries in their total foreign trade now amounts to 
about 28 percent (see Table 4); it follows that trade between the CEMA 
countries has risen further yet. 


Of particular importance in this connection is the development of export and 
import ratios consonant with the orientations of the CEMA countries’ politican 
leadership bodies. The most important tasks--interaction with one another-- 
are the following: To exploit all possibilities so to push the sale of 
products on the markets of the OECD countries as to guarantee the planned 
assurance of imports for the realization of national tasks. Obviously the 
realization of these tasks in terms of time will vary in the individual CEMA 
countries, despite observance of this basic orientation. 
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A stable infrastructure is an important point relating to the further 
development of East-West trade in the 1980°s. As said earlier in this issue, 
the CEMA countries start from the fact that credit is a normal tool of trade 
and should be used accordingly. In relation to the GDR, Erich Honecker 
indicated the great capacity of its national economy as well as its stable 
financial situation and prompt discharge of all financial obligations, 
emphasizing that it is “no more than reasonable for the GDR to expect with 
respect to its borrowing needs {which are simply part and parcel of the 
operation of international economic life) to be treated as an equal and 
without discrimination.” We always need with the greatest resolution to point 
out that the GDR is not ready to approve a linkage between trade and financial 
agreements on the one hand and political conditions on the other. (13) 


Unfortunately various efforts to that effect continue in the Western camp. 
Some forces, including Western banks, identify with the U.S.policy of economic 
warfare, see no need to change their restrictive policy. They maintain that 
Western loans to CEMA countries could not become a strong motor for East-West 
trade, because the general monetary situation on the financial markets is able 
at best to secure financing for current transactions. 


Other banking representatives, scientific institutions, and so on, do however 
increasingly plead for more or new loans to the CEMA countries to be granted 
by Western banks as an important element in the development of reciprocal 
trade. (14) 


Many representatives of West European banks and institutions emphasize the 
GDR‘s creditworthiness. A study by the German Institute for Economic 
Research, for example, states the following: “The GDR‘s efforts to cope with 
the problems confronting it are remarkable, and this is demonstrated both by 
the tendencies of exports and imports and the reduction in its debts...The 
GDR‘s behavior offers no economic reasons contraindicating the issue of 
continuation loans."(15) Bankers stress that the GDR‘s absolute punctuality 
in meeting its liabilities leaves no basis for an unfavorable appraisal. (16) 
Moreover, banks are once again “under pressure from firms wishing to supply 
the GDR.” (17) 


Such attitudes also respond to the Madrid recommendativuns according to which 
monetary and financial issues should be dealt with so as “to contribute to the 
smooth expansion of trade.” 


At the same time the CEMA countries will continue to champion the further or 
new development of types of cooperation, methods and mechanisms serving the 
interests of the partners in the expansion of the economic exchange and are 
therefore of mutual benefit. This also accords with the recommendations of 
the Madrid Conference. These say: “The participating states acknowledge that 
the expansion of industrial cooperation on the basis of mutual interest and 
motivated by economic considerations may contribute to the further development 
and diversification of their economic relations and the wider application of 
modern technology.” Emphasized in particular are the long-term nature and 
the assurance of cooperation within the framework of agreements, the 





encouragement of projects of “competent organizations, enterprises and 
firms.”(18) 


Compensation projects, especially those of large dimensions, are atype of 
cooperation that might be extremely important in the 1980's. The Madrid 
documents comment this as follows: The participating states “appreciate the 
potentially useful role of such transactions, agreed on a mutually acceptable 
basis.” Many CEMA publications underline the usefulness of this type of 
cooperation. (19) It reflects in a very special way the mutually beneficial 
nature of cooperation, generated mainly by the long range, the large scope and 
the complexity of the transactions, the assurance of markets, and so on. 
Western enterprises, for example, are certain of stable sales, in particular 
of equipment, machines and plants, but also of longer-term supplies of 
products manufactured, processed or transported as a rule by means of 
precisely this equipment. In the majority of cases this involves raw 
materials or semifinished products such as natural gas, oil, lumber, chemical 
products and even highly processed products.(20) According to studies at 
hand, we are entitled to assume that the share in East-West trade of products 
manufactured within the scope of compensation projects is steadily rising 
(currently it amounts to 30-40 percent).(21) Incidentally, this increasing 
importance of compensation projects is consonant with the international trend 
on Western markets also. (22) 


Growing importance must also be ascribed to East-West cooperation on third 
markets, mainly in developing countries. This largely involves the 
Gevelopment of natural resources, the diversification of raw materials 
sources, the industrialization of the developing countries, the sale of 
products and the reverse deliveries of national products--usually developed on 
the compensation principle--to the socialist and capitalist countries. (23) 


The operations of mixed marketing companies on the markets of Western 
countries are certain to increase in the coming years. The use of such 
nontraditional types of economic cooperation and the involvement of new 
sectors in this or that CEMA country in closer economic cooperation between 
East and West--oriented to national interests--will also assume constantly 
greater importance. 


We must also expect the mechanism and the institutional aspects of cooperation 
to evolve more clearly in the next few years. The Madrid document orients to 
the following key issues: 


-- The identification of concrete projects including those of a multilateral 
nature, possibly in the sector of energy, transportation and environmental 
control, or the realization of already agreed measures with regard to 
environmental control; 


-- The conduct of symposiums, seminars, and so, specially with regard to the 
encouragement of cooperation, the settlement of problems arising in the 


sectors science and technology; 


-- Greater facility in going to arbitration; 
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-- The development of many connections for the purpose of the exchange of data 
and experiences (including economic, commercial, scientific and technological 
developments, and so on); 


-- Improvements in working conditions for experts, sales organizations, and so 
on; 


-- Special activation of the operations of ECE as an organization merging most 
member countries of CEMA, OECD and all of the EC members. Recommended here is 
the widest possible utilization of the available mechanisms and resources for 
the implementation of the relevant provisions of the final communique in the 
interest of the member countries; 


-- Purther efforts to achieve a more extensive involvement of small and 
medium-size enterprises in East-West trade in general and in industrial 
cooperation in particular. It would be desirable to obtain a balanced ratio 
for the involvement of large corporations and medium-size enterprises. 


Promoting Confidence in the Sector of Economic Relations between East and West 


The Madrid recommendations may represent a new starting point for the positive 
developmnt of East-West cooperation. In the final analysis, this would 
benefit all parties and serves peace--that is the comment of a leading Western 
East-West trade expert. (24) 


Unfortunately, representatives of the bourgeois camp are unmistakeably of the 
Opinion that it is enough to pursue economic relations in continuation of 
types and mechanisms already practiced by the familiar institutions and within 
known sectors. As in the past, even otherwise realistic persons tend to 
suppress, ignore or malign necessary shifts in trading arrangements. (25) In 
fact, though, overall improvements in trading arrangements are needed for any 
further development of economic relations. In Madrid, the CEMA countries were 
able to make prevail several compelling claims to that effect--in part against 
vehement opposition from representatives of imperialist states, mainly NATO 
members but also from the EC. It was resolved, for example, “to make further 
efforts with the aim of reducing or gradually abolishing all types of 
Obstacles opposing the development of trade.” With the help of ECE studies, 
such obstacles were to be identified to trace possibilities for their 
reduction or gradual abolition, because this would represent an important 
contribution to the harmonious development of economic relations. In another 
part of the Madrid final document, we find the statement that the 
participating states reaffirm their interest “in the reduction and prevention 
of technical trade barriers,” and that they “welcome increased cooperation § in 
this field.” (26) 


The CEMA countries conceptions aim precisely in this direction, all the more 
because it is almost impossible for them even by their utmost efforts to 
overcome the trade barriers erected--whether from political or economic 
motivations--such as quotas, special license obligations, other restrictions 
on value and volume, and administrative regulations, and that would hold true 
even with a much improved export base, with products displaying top 
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scientific-technical standards and quite capable of finding buyers on Western 
markets. Moreover, such measures savagely cut the efficacy of foreign trade 
operations (for example due to the refusal of preferences, high import duties, 
and s0 on). Particularly aggravating in the East-West relationship are the 
politically motivated boycotts of the CEMA countries as well as other types of 
imperialist economic blockade described before in this issue. 


All these factors obstructing East-West economic relations have resulted in a 
Giminution of confidence in reciprocal economic relations. To successfully 
achieve realistic attitudes in East-West economic relations in the further 
course of the 1980‘s, it would be immensely important to restore confidence 
and strengthen it. At their Prague Conference, the members of the Warsaw 
Pact organization therefore plainly stated that they advocate “the all-round 
expansion of factual cooperation in trade, industry, agriculture and science 
and technology--without any discrimination--, also measures to strengthen 
confidence in economic relations."(27) The drafting of a charter for the 
formation of economic confidence or the codification of such measures would 
certainly offer a good method for fixing and realizing such confidence 
strengthening measures with mandatory effect for all those involved in East- 
West trade. For reasons of their own, Western experts also consider such 
possibilities useful. (28) 


The basic starting point of such measures arises from the acknowledgement of 
the fact that there are indeed countries governed by two mutually exclusive 
social systems, and that it is imperative in all mutual relations to respect 
their social differences. Conflicts in the sphere of trade may not be used 
for effecting changes in the other system or preparing the soil for such 
changes. If the above mentioned charter existed, it would also be much harder 
in an injurious manner to escalate to the spheres of commercial relations the 
ideological argument between the two systems, (which obviously persists). 


However, in this context we need to take account of several 
considerations: (29) 


-- East-West relations must proceed as such between sovereign, equal and 
independent states, taking account of the laws and order in effect in the 
respective country, without interference in internal affairs and without 
prejudice with regard to the interests of third countries. 


-- They must be devoid of any kind of discrimination and correspond to the 
principles of mutual benefit and most favored nation treatment. 


-- Ecnomic relations must base on a stable and long-term foundation, coupled 
with the observance of the commercial terms agreed between the governments. 


-- It must be the goal of the international division of labor to create a 
system of mutual economic relations, that will enable every country as 
rationally and effectively as possible to develop its productive forces and 


improve its standard of living by using not only its own resources but profit 
also from the division of labor. 





Such general elements prov’)dae the rough social framework for the formulation 
of various specific aspects of measures designed to create confidence. These 
may be classified from various standpoints, a few of which I will mention 
(though it should be noted that they should be considered only inside a 
contractually guaranteed political environment unless they are themselves the 
object of settled provisions in the sphere of international economic 
relations): 


It is certainly easier to gain and make appropriate provisions for greater 
confidence in the economic than in the military sphere. To reinforce 
confidence in East-West economic relations, we require the unconditional 
renunciation of attempts to abuse them to interfere in internal affairs or for 
political threats or pressure against socialist countries or their community. 
All sanctions would have to be finally abandoned. It would be a satisfactory 
step in the right direction to secure more and more sectors against future 
interference by governments or other political leadership bodies by 
international bilateral or multilateral “antisanction agreements.” An example 
is available in the provisions of the 1983 USSR-U.S.A. agreement. The United 
States guarantees that the grain volume stipulated within the framework of 
this treaty will no longer be threatened by sanctions as a consequence of 
foreign policy considerations. (30) 


In connection with the demand for the creation of greater confidence in trade 
relations, Westerners often raise the issue of mutual give and take. As a 
rule this assumes an asymmetry in relations, to the effect that the West would 
“give” and the East “take” more. Of course there must be a balanced give and 
take; the socialist countries have always thought so. Only this does not 
involve some unilateral “concessions” with regard to issues that have nothing 
to do with the matter in hand, in other words an uncontcionable linking of 
economics and politics. At stake instead are settlements for the mutual 
benefit to be agreed by both parties within the framework of their political 
and economic interests. 


Another point to be considered is that of the best approach to the gradual 
settlement of problems. This is basically advocated both in East and 


West.(31) Among the immediately realizable measures might be the following: 


-- The obligation not to introduce any new restrictions infringing existing 
rules of international trade; 


-- A stop to the expansion of existing quantitative restrictions and their 
gradual downscaling; 


-- The abandonment of the use of trade restrictions for noneconomic reasons; 


-- The cessation of the misuse of trade regulating systems such as the 
antidumping regulations. 


Other steps should be provisions aiming at the grant of unrestrictead most 
favored nation treatment. As we know, slimost 10 years ago ail states: 
participating in the CSCE stated in the final ommunique that they 
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“appreciate the beneficial effects liable to arise for the development of 
trade from the application of most favored nation treatment."(32) In actual 
fact very few steps were taken to the realization of this recommendation. 
Whenever they did occur, they mostly involved nonaligned states such as 
Finland, Austria, and so on. The NATO and EC states, in particular, virtually 
run counter to the CSCE final communique provisions they cosigned, whether 
with regard to customs regulations, restrictions on value and volume, and so 
on. 


Substantially concerned is the reduction of customs tariffs and all nontariff 
obstacles. Credit also will have once more to be handled as a normal 
instrument of trade and may not be, for political motives, subordinated to 
restrictive attitudes or discriminatory conditions. 


When I discussed the general elements, I explained that we are always 
concerned with principles imposing respect for the sovereignty of the partner 
States, their different social systems, the social order existing in each 
respective country. It is equally true to say that the agreed measures must 
always be confined to mutual relations and, obviously, just the special sphere 
of international economic relations. They cannot involve agreements on, 
say, the economic mechanisms, legal bases or institutionalizations adequate to 
the respective social system. 


Finally, agreements between East and West must not confine themselves to 
the removal of discrimination introduced in the interim, indeed they must 
result in fundamental improvements. We need the removal of barriers but also 
special encouragement especially by the governments of the states involved. 
And the contractual obligation imposed for such promotional measures would 
mean greater security for the future. 


Some people argue that no charter or code of economic confidence is required, 
because important aspects of measures for the establishment of economic 
confidence are already provided for in the CSCE final communique and the 
recommendations of the Madrid Conference as well as in documents of the United 
Nations and its organs, such as UNCTAD. This argument does not hold water 
because we have learned from experience that these recommendations have not 
been enough so far to prevent discrimination, protectionist regulations, and 


so on. We must also take in account the fact that East-West trade involves 
direct relations between the two opposing world systems, not just some spheres 
of international trade generally. We must always insist on the clear 


realization of the fact that all this involves an important field of the 
materialization of political detente, the success of peaceful coexistence and 
the preservation of world peace--that is a sphere of the utmost relevance-- 
when we use world peace and the continued existence of mankind the yardstick. 


We already have many bilateral settlements including important elements of 
measures for the establishment of confidence, and we must strive to preserve 
them. Still, it is not enough to bilaterally root conf idence establishing 
measures, they need to be supplemented by multilateral settlements between 
East and West (for example between the EC and CEMA). As emphasized at the 


December summit meeting of the CEMA countries, we are also concerned with 





profitable relations with the organizations of developed capitalist countries. 
From this aspect, an important step toward the promotion of confidence would 
be the conclusion of 4 treaty between the two major economic groups so as to 
encourage the further development of the trade and economic relations now 
existing between the member countries of these organizations.(35) As we know, 
CEMA proposals submitted to the EEC to that effect have never received a 
constructive reply. 


Some people hold that confidence consolidating measures would not stand much 
of a chance in view of the policy of the reactionary circles of NATO or the 
United States, which would in any case rigidly maintain their attitudes 
Girected against detente and cooperation. Such a view merely shows how 
important it is in the interest of the improvement of international economic 
East-West relations to conduct discussions and arguments that may potentially 
result in the settlement of these problems. 


When we consider this entire complex of issues in its very varied contexts, we 
cannot doubt that the advance of economic relations between East and West will 
require exceptional efforts. These must center on efforts to continue of 
reinstate detente and therefore all actions contributing to the preservation 
of peace. The CEMA countries have submitted abundant proposals to that effect 


Economic Cooperation between Socialist and Capitalist Countries and its 
Infilivence on the Democratization of International Economic Relations 


We May expect the practice of economic relations between socialist and 
capitalist countries to exert a considerable influence on the democratization 
of international economic relations, in particular the organization of the 


jeveloping countries’ economic relations with multinational corporations and 


imperialist countries. 


An economic system, the socialist world economy, has emerged within the 
framework of the world economy. This is developing on the basis of other 
class -oncepts and other socioeconomic laws. A new type of international 


relations emerged, characterized by fraternal cooperation, mutual aid, true 
equality, noninterference in internal affairs and mutual benefit. Unknown in 
this sector of worid economic relations are exploitation, enrichment at the 


expense of other nations, inequality with respect to rights and the 
expioitation of foreign resources. The economic development of the CEMA 
untries in the framework of socialist integration proceeds as planned and in 
a rdinated manner. A socialist mechanism evolved for mutually beneficial 
international cooperation, based on the interaction of pianning and commodity- 
mone y relations a8 management methods for the international movement of 
proguction tactors. This nfirmed Marx’ prediction-<-he had pointed out that 
social ownershis leads toward the harmonious national and international 
oordinatior of the social form : production. (34 The s« prit pier 
haracterize the economic reiations of the CEMA mtric within tle pe of 
their ialist economic integration 
The EMA countries’ example, their achievements in the socialist and mmunist 
metruction, thx f Lidgatior f friendship and operat ior on } then, 








exert a great deal of positive influence on world jeve lopments. The 
Declaration by the CEMA Member Countries caents this as follows: "In their 
reciprocal cooperation and their relations with other countries, the ocialist 
tates consistently and in fact realize the principles of a new kind of 
international relations; they thus provi effective contribution to the 
transtormation Of international econom: r@iations on a just anc emocratic 
foundation.” (35 “heir economic ations also--albeit with varying 
intensity--af other international economic relations. Regarding the 
rganizatic~ rernational econom relatior they offer a direct example 
t tne Ge “esa ntris aDov tli, and a stimulus for their struggle for 
the 1eMOCrati: n tf internat fai economic relations. In view of this 
example, the jeveloping countriié more and more insistently oppose the 
imperialist p actices of inequality and discrimination by ‘laiming the 
implementatior of democratic standards in world economic relations organized 
by apitalism. 

The socialist countries are proving in practical terms that it is possible to 
leflect the adverse effects arising for the world economy from the operation: 
£ the multinationals. Their policy underlines the tact that equal conditions 
an definitely, be brought about ar } the parties concerned. Although this 1: 
pound ¢ be a long and hard road, it 1S evigent that J ‘ may be acnievea 
in compelling the multinationals to acknowledge principles in the matter f 
woric economi relations, whi serve the reintorcement of peaceful 
existence, ucn as: 
-- Respect for the political stem and the ocial ircumstance tf the 
partner; 
-- WN interference in the internal aftfrair or the ther; 
-- Respect for the territorial integrity and vereignty fr the other; 
-- Giving up subversive activities directed against the partner. 

ltimately at take is the develcpment of a division of labor that benefit 
bott ides, not the multinational monopoli¢ inilaterally. 

rhe provisions basic to East-West econom) relatior lemonstrat this: Ir 
the field of world « nomic relations, the multinational orporations ire 
inable unrestrainedly and unilaterally to exploit the raw material ré irce 
tr the ther and exploit the other's manpower potential. pocialist ownershiys 
r othe mean if production ina state ruled by the jictatorship of the 
proletariat, lalist planning and the ylicialist forei trade monopoly set 
Limit t t he pperation f the ipitalist rporat Whenever om 
cialist intri permit Western firms t perate Cir territories, 
these latter are ipject to restrictior t the pr ing laws. The 
interest f the cialist staté er priorit in determining the objective 
but do not neglect the commercial interest f the Western partner. 
rhe top representative f the CEMA intrie noted that the ar’ ar iou 
DacKing the progres 1 vé lair i the developing intrie in their truggls 
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’ economic decolonialization, the guarantee of their full sovereignty with 


regara to i@ir natural and other resources and their economic operations, 
their extensive and equal participation in the settlement of nternational 
economic problems. Particularly emphasized are the cessation of the outflow 


of capital and the emigration of skilled cadres, the strict application of the 
general preference system, because they recognize the necessity to counter any 
worsening of the developing countries’ economic situation and to encourage 
their progress. By their influence on the organization of East-West economic 
realizations, the socialist countries provide an important constantly growing 
contribution to the transformation of international economic relations on a 
just and democratic basis--for a new international economic system. 


In the Declaration of the Member Countries of the Council for Economic Mutual 
Aid, the top representatives of the CEMA countries emphatically underlined the 
close interaction of peace, the security of the peoples and the development of 


international economic relations to be realized on a healthy basis. They 
submitted a realistic program for action with regard to the organization of 
international economic relations--something of interest for the majority of 
countries all over the world. Konstantin Chernenko, general secretary of the 
Central Committee of the CPSU and chairman of the presidium of the USSR 
Supreme Soviet commented: “Socialism thereby shows once again that it 18 the 
natural ally of all those who struggle for the elimination of discrimination 
and for the exclusion of any exploitation in international economic relation: 
as well as against the exploitation of economic levers a: mean: to exert 
political pressure and interefere in the internal attaigr of sovereigt 


states.” ( 36) 


Consequently, the CEMA countries will continue to be actively committed to the 
development of mutually beneficial economic and trade relations a: well as 
scientific-technical relations with the capitalist countries, indeed with all 
States worldwide. As the declaration says, this will happen in the convictior 


y 


“that the development of these relations will contribute to the consolidati: 


of mutual understanding between the peoples and to international detente. 
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HUNGARY 


FUNCTION, REORGANIZATION OF STATE DEVELOPMENT BANK DISCUSSED 


Budapest FIGYELO in Hungarian No 50, 13 Dec 84 pp 1, 7 
[Interview with Peter Havas, general manager of the State Development Bank 
[AFB] by Dr Gyorgy Varga: "We Cannot Afford Tuition"] 


[Text] Under the title "Changing Banking System" we 
pubiished an interview with state secretary Dr Matyas 
Timar, president of the Hungarian National Bank [| MNB} 
in issue No 46, 1984 of the FIGYELO. The interview 
dealt primarily with the expected changes in the 
MNB's functions and system of institutions. 


This time we are publishing the conversation Dr 
Gyorgy Varga had with Peter Havas, general manager 
of the AFB, the other large financial institution. 


[Question] The AFB is a Janus-faced institution which on the one hand 
handles the financing and support of investments made by central 
decision, and on the other hand conducts banking activity of commercial 
nature. How will this twosidedness change in the future? 


[Answer] The AFB is not among the banking institutions which typically 
conduct commercial activity. 


It operates as the bank of intervention by the state and this will also 
fundamentally determine the character of its activity in the future. 


[Question] What is the content of state intervention? 


[Answer] This is an important theoretical quesiion. In economic debates 
the state's decisions are often inherently considered anti-market 

actions which deform the market. This is not a correct position. Every- 
where in the world the market is corrected and influenced by Che states 
for social or economic policy, perhaps for international considerations. 
The essence and purpose of state intervention is to promote implementation 
of the social and economic policy goals in some cases to limit certain 
processes, to strengthen and provide an advantage for other processes. 
State intervention often serves the very improvement of the marketing 
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ability of enterprises. For example, just think of the energy and material 
savings programs, the help for the developments which serve the secondary 
utilization of wastes or the so-called support industry developments. 
Naturally the highly significant strategic decisions by the state--for 
example, in energy management or in raw material production--also belong 
within the sphere of state intervention. Improving the infrastructure 

is also the state's job. A significant portion of this serves the 
economy's ability to function. 


[Question] How does the AFB see the coordination of its state inter- 
vention and business activity in the future? 


[Answer] The AFB's activity cannot be simplified in such a way that part 
of it is to finance the central decisions and the other part is the 
business activity. There are many steps in between. I would like to 
emphasize the state preferred implementation goals that the bank and 

the enterprises together decide on. Actions like these provide a 
transition between the central financing and that made purely for 
business considerations. In these cases the typical method of obtaining 
preferential loans, state loans, basic grants, or partial support by the 
budget is competititve bidding evaluated by the bank's methods, where 
recovery is considered the primary requirement. The share of our 
business activity taken in the strict sense of the word is rather small 
in our total activity. Even with these the bank wants to promote the 
implementation of those general eamnomic policy goals which would not 
begin without help from the banker. These of our initiatives have 
pioneering significance. Through our experience we wish to offer proven 
methods also to others. 


[Question] Which are the more important areas of AF#'s business activity? 


[Answer] First of all I would like to emphasize the help we provide to 
establishing small enterprises. For example, we have set up engineering 
offices and enterprises, joining our own capital with that of several 
enterprises. Some of these were created to handle the implementation 

of major undertakings. In industry and the construction industry the 
AFB was the midwife also in establishing the first subsidiary enter- 
prises. We have set up management offices for the development of 
innovative activity. We began organizing enterprises to be established 
with foreign operating capital. 


[Question] What prompted the AFB to embark on business banking activities 
which involve risks, giving up its comfortable position provided by 

budget financing? Was it by any chance the general slump of the 
investment activity? 


[Answer] No, that is not it. Rather, what encouraged us to develop 
our activity of enterprising character was that we saw that there is no 
progress in certain areas in spite of encouragement by the economic 
policy. The AFB as the bank of state intervention, performs its 
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function well if, for example, it reacts in an active manner to the economic 
policy's requirements connected with the acceleration of innovation. There- 
fore jointly with the OMFB [National Technical Development Committee] 

and the branch ministries we established innovative banks which finance the 
entire process of innovation from technical development through invest- 

ment to arrival on the market. But invigorating the flow of capital 

among the enterprises is also such a goal. In response to this we have 
taken on organizing and handling the issuing of bonds. We are also selling 
the bonds today. 


[Question] Do you consider the AFB prepared to handle these business 
actions? 


[Answer] There is no doubt that the institution's profile is determined 
basically by financing the developments that are centrally decided and 
supported by the state. The composition of our staff has also developed 
in accordance with this requirement. The ratio of people with college 
level training is relatively high, more than 40 percent. Most of these 
are economists but there is also a significant number of people with 
technical training and engineer-economists. Preparation of the feasibility 
studies of investments, evaluation of profitability, analvsis of the 
technical and market risks require great experience and preparation. 

in this sense our bank is a typical investment bank. I emphasize that we 
also perform this banker's analysis work for investments decided upon 
centrally. Until a year or two ago the centrally decided major invest- 
ments satisfied practically without exception our debt service, that is, 
the investments were recovered with interest. Fven now onlv a few enter- 
prises belonging to those branches are causing problems which are in 
crisis all over Europe. In spite of this the bank's profit is up in the 
billions. But we have recognized that the economy's methods are changing, 
therefore the AFB must also conform to this and the purely business and 
market methods must be blended with our traditionally developed "profile.' 
But the business and market economic operation and preparation for it 
derive from our traditional investment practice. 


[Question] So far we could only hear about successes of undertakings 
initiated by the AFB. Is the line of successes really unbroken? 


[Answer] It is absolutely untrue that each one of our initiatives and 
undertakings turned out according to the expectations. This is an 
unrealistic assumption if for no other reason then because for the most 
part we have initiated unprecedented undertakings. Thus the first 
swallows, even if they did not perish, did really catch a cold some- 
times. Neither we nor our partners had any experience in the wav under- 
takings must be organized and sent on their way. It is also the reason 
why in many undertakings we accepted the role of ownership so that 

we could directly experience this from up close. 


[Question] According to your experience what caused the failures? 





[Answer] The success of small enterprises depends first of all on the 
‘hoice of manager. Well, our personnel selections did not in each case 
prove right, even though from the very beginning we applied the method of 
applications. Besides this it also undoubtedly had a role in the failures 
that the conditions of the environment were not vet alwavs ripe, and we 
must not torget that there were errors in our business judgements. 


But over all we have many more successful projects than unsuccessful ones 
and even these latter ones are for the most part just struggline with 
the difficulties of beginning. 


[Question] Are any of your projects struggling with financial difficulties? 


[Answer] There are some, but we also have projects which have repaid the 
invested capital in 2-3 years. Of course the enterprises struggling with 
tinancial difficulties or producing less income than expected must not be 
declared unviable right away. A certain grace period is required, allowing 
the opportunity to make corrections. We can do this even more so because 


the enterprises in question were created with modest amounts of investment. 


[Question] Isn't there a danger that the AFB undertakes its projects at 
the expense of the budget's resources and will also account for its losses 
in this manner? 


[Answer] May [| begin with a simile? If cold and hot water come from two 
sources, it can no longer be determined about the lukewarm water leaving 
the mixing valve which water particle came from one source and which 

came from the other. The situation is similar also with the daily 
payments every bank makes. Naturally we know exactly every day how big 
the budgetary burden is and we call it in a little later rather than 
earlier. Neither are we in the hurry to refinance loans with the 
national bank because that money is expensive. They cannot finance 

our business ventures. In addition to these we have other resources which 
consist of the deposit accounts and other means of our enterprises. The 
bank has also basic capital though this is a minor amount and covers 
only a portion of just our daily liquidity needs. But together our 
resources total a few billion. And since our projects require very 
little money, financing causes no problem. Thus the various banking 
resources are not intermixed and there is no danger of us risking the 
state's money. On the contrary, managing other monies, we pay a decent 
profit to the budget. 


[Question] How will the allocation of the state's capital develop in 
the future? 


[Answer] Today I cannot yet give a precise answer to this, at most I 
can give an idea about its direction. It is now clear that there are 
some large volume developments amortized over a long period of time 
which cannot be financed by loan methods. International experiencé 
also indicates that the enterprises finance their major developments 
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not from loans but by increasing their basic capital. Even the dynamically 
and profitably growing enterprises have after the implementation of 

several small and medium investments--from loans--arrived at a point 

where their ability to obtain loans for additional developments has 

become exhausted. Then raising the capital is the solution. By expanding 
the possibility of increasing the basic capital, forcing back the loan 
sphere is not the goal. 


I would like to observe that in both cases allocating capital must be 
tied to some kind of yield requirement. This is necessary because the 
banks can also put up the money of their depositors as permanent capital 
allocation, but at interest conditions which somewhat exceed the interest 
on the deposit, ensuring the bank's liquidity and thus making it possible 
to repay the deposits tied down for a shorter or longer period of time. 


Thus allocation of the state's capital is not the only way to increase 
capital. That can be the source for development only at some centrally 
decided investments and in some cases of targets with state preference. 


I would like to emphasize that no recipe can be given for where loan 
financing should end and increasing the basic capital should begin. 


(\Question] Will the conditions of capital allocation change? 


[Answer] Presumably ves, but we are now working on this. That much is 
certain that increasing the basic capital can in no way serve to support 
poor economic operation by the enterprise or the reorganization of 
enterprise finances. The enterprises cannot expect to use as they please 
the possibility of increasing their base capital instead of loans which 
always means a greater burden. 


[Ouestion] Will the institution of state loan be kept in existence? 


[Answer] The work now in progress started out from the premise that 
there are several methods of awarding capital. The amount of loans 
made by the state is very significant, it far exceeds the amount of 
loans for investments. Since the general organization of loans is 
out of the question, this amount cannot be eliminated either. [It is 
a different question how long it will be worthwhile to use the method 
of organizing loans by state loans. In my opinion it is not practical 
to maintain this construction over the long range. 


[Question] Can structural reorganization similar to that in the MNB 
[Hungarian National Bank] also be expected in the AFB? 


[Answer] In the MNB the goal is to separate the note bank and credit 
bank funccions. We are traveling a different road because the AFB 

is a unique banking institution. Clearer demarkation of the activities 
can be expected where financing the infrastructure and the economic 
sphere are better separated from each other. The market methods play 

a greater role in this latter, and the efficiency requirements are 
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definitive in financing. We are also developing the AFB's circle of 
business activity and if the conditions ripen we will form a business 
subsidiary bank based on this profit oriented activity. We are giving 
greater decisionmaking authority than before to the AFB's directorates 
and branches. This way the relationship with the partners becomes more 
direct and case handling will also speed up. 


[Question] So far in our conversation we have discussed primarily the 
AFB's active dealings, but a financial institution can be called a bank 
only if in addition to active operations it also gives sufficient weight 
to passive banking operations. 


[Answer] I agree so much with this that I would not even set a seqvence. 
The passive banking operations--that is, the ones aimed at obtaining 
resources--are inseparable from the activity operations. When answering 
the question you posed it must be taken into consideration that the AFB 
is not a typically profit oriented business bank. In spite of this it is 
questionable in what proportion it is practical for the AFB to rely on 
refinancing a loan by the national bank and to what extent it would be 
desirable and reasonable to enter the money market independently and 
expand its resources by issuing bonds, taking deposits, handling checking 
accounts and by other means... 


[Question] ...as far as I know, thus far no independent bank bonds of 
Significant amounts have even been issued. 


[Answer] So far the AFB has issued bonds only in partnership and handled 
the issuing of bonds for other parties, but one of the innovative banks 
within our circles of interest has already issued a minor amount of 

bonds and another one is now getting ready to issue some in a somewhat 
larger amount. The AFB must also take advantage--in harmony with the 
budgetary and monetary considerations--of the opportunity of issuing 

its own bonds. 


Naturally the active banking operations are influenced by whether or not 

the banks can participate with equal opportunities in the passive operations. 
If not, then the danger exists that some banks inherently obtain their 

money more expensively--the savings that can be mobilized--than other 

banks. And in that case the opportunities for placing the money cannot 

be the same either. This is why I mentioned earlier that the AFB's 

business activity is still very limited and the conditions are not ripe 

yet for establishing a subsidiary business bank. 


[Question] This can also be interpreted to say that since the AFB's 
primary money source is budgetary allocation and refinancing loans, it 
is inherently in a more disadvantageous situation?” 


[Answer] For the AFB to expand its business activity and be able to 


do so under the same conditions as other banks, it would be necessary 
to expand its passive banking operations in such a way as to also be 
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able to obtain less expensive money than the refinancing loan. But this can 
be imagined only in the process of the barting system's growth. But it 

will soon have to be evaluated how large a jwrtion of the refinancing loan 
the AFB can replace with direct money market operations, primarily by 
issuing bonds and collecting deposits. 


[Question] By decentralizing the passive banking operations to several 
banks, redistribution of savings among the banks will inevitably also 
take place. 


[Answer] That is right, but this can occur only gradually, and the 
partner's choice of banks wil! also play a role in this. But only 
gradually can the monetary sphere eliminate its budget management 
character, and the very high ratio of refinancing by the note bank also 
reflects this. 


[Question] The banks pay their entire profit to the budget, that is, they 
work with a 100-percent tax key. Could not the strengthening of the 
business character of the banking operation, if you prefer the enterprise- 
like operation of the banks also presume the (evelopment of an income 
regulating system for them? 


[Answer] A new taxing or income regulation system is being developed, 
but this can also gain more merit only together with the growth of the 
banking activity. Do not forget that the banking organization as well 
as the banking operations are results of a historical process and here 
everything cannot be changed to a new track on one calendar day... 


[Question] ...it is no secret that some people--to put it mildlvy--feel 
they have discovered excessive cautiousness behind the steps planned 
for the development of the banking system--among other things, the “in 
house” separation of the note bank and credit banking activities. 


[Answer] I am convinced that they are not right. No matter how trivial 
it sounds, I must also say that the person learning to swim feels safe 
only if he can stand up in the pool when necessary. This is also the 
situation with the modernization of the banking system. We are not 

in the position to pay a high tuition for learning new types of tasks. 
And many new methods must be applied. And the "classroom material" is 
not even ready yet. I am referring to the lack of finalization of the 
note bank regulations. But do not forget that we are simply not speaking 
of organizations but primarily of thousands of people learning to “swim.” 


It is true that when 2 or 3 years from now we will be evaluating the 
experience of changes which began in 1985, we will have to be aware 
that their effects will be inherently more limited than those of a 
consistent solution, that at times like this not only those forces 
effective in the direction of the goal are operating, thus some un- 
desirable side effects also must be expected. The goal--and I cannot 
emphasize this enough--is not the organizational change but that the 
banks could really become business partners of the enterprises and this 
is possible only if it can be clearly shown how effectively they are 
managing the savings of their depositors. Improvements of the banking 
methods and the organizational changes must serve this goal. 


8584 
CSO: 2500/121 








HUNGARY 


TRADE RELATIONS WITH CUBA DESCRIBED 
Budapest HETI VILAGGAZDASAG in Hungarian No 50, 15 Dec 84 p 13 
(Article: “Hungarian-Cuban Trade"| 


[Text] To replace the neglected Havanna restaurant in Budapest, a new Cuban 
restaurant will open mext year in a yet unannounced location, and in the 
capital of the island nation a Hungarian restaurant will probably be 

opened. This was the agreement of the domestic trade organizations of the 
two countries in recent days. Taking past successes as a measure, Cuban 
flavors and drinks are certain to be popular in our country if only because 
Cuban delicacies such as pineapple, mango, papaya and guava, not to mention 
such common Cuban products as bananas, are rarely if ever available in 
stores. 


As reported by the Hungarian trade councilman in Havana, Miklos Marinov, the 
trade between the countries this year will amount to 177 million rubels, up 
10 million from last year. “Even in the long run Cuba remains our most 
important source of tropical fruit, providing Hungary's entire grapefruit 
supply and 25-30 percent of orange imports,” says the councilman. “The safe 
export of other tropical fruits, such as the pineapple and the banana, is 
prevented by the size of the crop and the infrastructural backwardness," he 
adds. We will import 16 thousand tons of citrus fruits from Cuba this year, 
compared to 14.2 thousand tons last year. It must be acded to the truth 
here that the enormous distance occasionally causes concern in planning and 


shipping. 


Hungary, along with the USSR, Bulgaria, Czechoslovakia and GDR ships 
machinery and herbicides in the citrus program begun in 198] with CEMA 
support. In this program Cuba exports the major portion of its tropical 
fruit crop to the CEMA nations, and reserves only a smaller part for 
domestic distribution or West European markets. 


Cuban exports to Hungary consist in 90 percent of agricultural goods, namely 
sugar, with rum, liqueur and Cuban cigars also on the list, and this year 
for the first time Hungarian foreign trade also purchased potatoes from 
Cuba. The councilman related that the marble used in Budapest Metro 
stations is, interestingly enough, partly from Cuba. Chrome and nickel are 
important imports, as well as ethyl alcohol for pharmaceutical and liquor 
concerns. Along with the CEMA nations, Hungary participated in the 
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realization of the Las Camariocas nickel and cobalt processing plant. ihias 
investment was arranged in the CEMA [tramework in 1975.) The importance of 
the cooperative eftort is that after the success of the investment. trom 
1990 Cuba will pay tor Hungarian shipments in products mtaining nickel and 


cobalt . 


Machine products dominate in the Hungarian shipments, according to the 
councilman. The most important is the operative autodus manutacturinong,. as 


, various special mechanisms educational 


well as broadcasting equipment 
equipment and agricultural machines. In the Cuban national view, the 


Hungarian trade in groceries, especially chicken, animal fat and canned meat 


products is very important. 


An agreement between the countries in 1978 made the autobuse industry 
cooperation possible. Presentiy almost 2000 lLkarus buses operate in Cuba. 
A plant was built in Guanajay, nearly 60 kilometers from Havana, where the 
daily capacity is the assembly of 4-5 buses. Ikarus shipped the parts for 
650 buses to Cuba last vear and 7/70 this vear. all of which were assembled 
there. (Between i1951-1985, the two sides projected the export ff «2 total »f 


three thousand Hungarian sets of parts.) Most are city buses; the 
inter-city bus has iust been introduced, and next vear inted Duses will ™ 
assembled. Hungary has sent half the sets on trade reddit. and half in the 


framework of trade activity. 
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administrative entities and the natural conditions unfavorable for the main 
farm crops (making their growth difficult or impossible) using the correspond- 
ing tables, compiled by the IUNG [6].2 


The analysis covers 12 commonly grown crops, including grain crops (rve, wheat, 
spring barley, oats and grain corn), root crops (potatoes, sugar beets and fod- 
der beets), industrial crops (spring rape, tobacco) and fodder crops (alfalfa 
and red clover). These crops are sown on over 80 percent of arable land, char- 
acterized by a broad variation of ecological requirements (some of these func- 
tion as indicator or co-indicator plants of the soil-farm complexes). Basic- 
ally, they cover the entire spectrum of main farm crops in Poland. Five con- 
ventional physiographic categories of crop growth limitations are distinguished: 


1) very weak: affecting up to 20 percent of arable land; 

2) weak: affecting 20 to 40 percent of arable land; 

3) medium: 40 te 60 percent of arable land; 

4) strong: 60 to 80 percent of arable land; 

5) very strong: affecting 80 percent or more of arable land, 


Special attention in the following analysis is given to conditions belonging 
to the last two categories of limitations. 


Spatial Characteristics of Physiographic Limitations 


The various susceptibilities of plant species to environmental conditions are 
reflected in the magnitude of limitations to their possible growth. The crops 
under study are ranked according to decreasing areas unsuitable for them: 
tobacco (62.7 percent), sugar beets (60.9), wheat (50.3), rape (45.7), corn 
(42.7), alfalfa (40.9), barley (39.3), fodder beets (35.1), clover (34.1), 
potatoes (20.8), oats (15.9) and rye (10.6). The above numbers indicate in 
particular that Poland's natural conditions greatly limit (category 4) the 
possibilities (the areas) for growing tobacco and sugar beets, but impose weak 
limitations to rye and oat crop production. 


The group of grain crops generally is confined within the physiographic cate- 
gories 1-4 (Zamosc Province 14.1 percent, Nowy Sacz 64.4 percent of arable 
land). Strong limitations to these crops (Nowy Sacz) are offered by agrocli- 
matic conditions (just 29.3 percent of grain growing units), a large propor- 
tion of areas with unfavorable terrain (73 percent), heavy erosion (degree 5) 
and low grade soils (37.2 soil evaluation points). Strong limitations of areas 
suitable for rye crops (category 4) are observed only in Nowy Sacz Province. 





2The data on the percentages of individual soil-farm complexes as related 
to total arable land areas of provinces are given as of Jan 1, 1980 [9]. 
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Table 1 


Limitations to Areas Available for Farm Crop Growing as Related to Natural- 
Agricultural Parameters 




















24) Ograniczenia (procent gruntow ornych) 
) )zp0z0we <©)oxcpowe 
| | | | |. | | 
Wojewédztwa | | | 3 | _ | 
l-e | € | 3 | / #} e!| 
i2/2i) 2/1212) 2 ize) e8! ¢ 
; 2; 2/812) 4218) € | 32) 88) § 
Bi2g:8) 2 lZzi2i 3 | 22 | Ba 
1 / 2!) 34:5 !6:+7! @!9)w on 
POLAND 10.6 F03 393 159 427 318 208 609 35,1 389 
Warsaw 183 691 545 133 545 419 200 728 458 462 
Bialskopodilaskie 65 693 474 90 474 359 154 758 368 42,7 
Biatostockie 80 62,0 522 i149 522 37,9 22,7 700 395 4A,1 
‘ Bielskie . 169 284 43,6 100 800 358 26,1 622 22 388 
Bydgoskie. 29 534 311 425 311i 260 132 S63 24 32,6 
Cheimskie 164 #47 319 26 319 209 246 61,1 35,7 40,5 
Ciechanowskie 32 67,8 407 152 49,7 3721 183 710 44 #2 
Czestochowskie 116 682 S562 212 S562 427 276 78 #1 52,2 
Elbiaskie 15,6 17,6 20,1 79 21 143 178 $32 #153 #22, 
“Gdanhskie - 56 584 44 183 #4 326 20,7 654 398 42,0 
Gorzowskie 73 612 41 181 #41 350 219 65 325 433 
Jeieniogérskie 21,4 262 157 160 475 24 167 520 27 36,1 
Kaliskie 26 65,0 526 225 526 391 24 676 24 388 F 
Katowickie 169 496 405 159 405 32,7 229 658 36 4238 
Kieleckie 26.0 40,7 461 256 461 369 38.3 667 525 525 
Koninskie 38 70.7 568 234 568 423 266 745 466 492 
Koszalinskie 54 540 38,0 12,0 380 295 160 594 33,0 36,1 
Krakowskie 23,7 11,4 180 11,7 21 188 214 361 176 25,0 
Krosnienskie 215 17,0 208 32 993 324 7,0 S40 17,7 26,2 
Legnickie 146 316 222 49 2i 213 191 48 275 Ws 
Leszczynskie 44 42 349 136 349 272 155 526 31,1 33,1 
Lubelskie 110 374 235 140 235 219 168 43 275 W,9 
Lomzynskie 87) 6557,4 405 165 45 363 244 661 379 428 
Lodz 23 752 589 179 S89 426 202 775 4,0 489 
Nowosadeckie 65.2 629 652 289 999 644 31,2 806 629 61,2 
Olsztynskie 13.2 405 29,7 172 20,7 21 21,0 537 348 36,5 
Opolskie 129 262 154 89 154 158 144 £39,1 16,5, 23,3 
Ostroteckie 26 86,9 . 782 38,1 782 S68 404 895 708 66,9 
Pilskie 3.9 633 432 183 432 338 178 672 SA 48 
Piotrkowskie 3,7 762 60,2 21,7 602 44 25,0 799 499 51,6 
Phockie 40 45,0 33,7 9.7 33,7 252 134 4,0 266 29,7 
Poznanhskie 48 57,6 384 133 384 305 164 €%4 323 37,0 
Przemyskie 119 22,0 202 78 38 201 4136 391 154 #227 
Radomskie 92 68,7 60,1 15,7 601 428 26 779 4,6 4,7 


{table continued on following page] 
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Table 1 (continued) 
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450 627 538 409 341 375 382 S02 26 46 1 16 
55,2 728 «6640 S45 458 S01 481 444 325 — 1 26 
47,5 758 616 474 368 421 429 439 222 -— 1 
52.4 70,0 612 S22 3095 458 46° 404 315 — 1 2% 
613 817 715 600 104 352 4 S12 306 32 4 4 
32,3 563 443 (31,1 284 2, S13 555 322 — 1 2 
43,5 1,1 523 319 357 338 369 S34-328 — wv 415 
49,8 10 604 407 434 466 443 43 20 — dd 2m 
61,4 798 706 S62 491 526 Si14 397 3299 — 2 2% 
238 33.2 «295 201 153 17,7 22 63 3219 -— 1 8B 
43,6 654 S45 404 398 461 308 45.7 317 — 2 2 
47,6 685 S81 441 395 418 420 47,0 330 — 1 U 
50,8 734 621 361 240 301 349 517 321 2 4 8 
53,3 67.6 604 526 24 385 425 44.7 337 — 1 = 
49,7 658 57,7 405 396 401 406 S06 337 2 2 W 
59.4 66.7 631 46,1 525 493 472 519 331 2% ¢ Ww 
57,5 745 65,9 S68 466 S17 489 432 330 — 1 2 
39,4 594 494 380 330 355 355 444 324 — 1 1 
33,0 421 376 231 148 189 235 693 338 2 3 6 
540 1000 77,0 533 32 282 376 S15 317 63 5S 5 
33,0 469 399 228 273 250 274 595 338 3 2 18 
37.4 526 45.0 349 31,1 330 326 S44 40 — 1 WW 
31,6 423 399 235 275 255 27,7 622 32 — 3 W 
50,3 66,1 582 495 37,9 437 428 413 325 — 1 2 
58,9 77,5 682 589 49,0 539 503 409 3229 — 1 W 
89,6 99,9 94,7 896 289 592 678 372 23 73 5S 6 
39,1 53.7 464 20,7 348 322 331 517 317 — i 17 
22,8 39,1 309 154 165 159 202 S85 45 2 2 6 
78,5 895 84,0 782 708 745 668 330 330 — 1 2% 
44,6 67,2 55,9 432. 374 403 403 45, 3325 — 1 18 
60,6 709 702 602 499 551 523 336 35 — 2. 2 
34,0 49,0 415 33,7 266 301 299 537 335 — 1 8 
40,1 624 512 384 323 353 364 S14 332 — Yr 2 
30,4 Sil 40,7 268 143 206 43 682 31 %F 33 8B 
4 8 67,9 682 1 436 518 501 47 32 4 #81 


[table continued on following page] 
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Table 1 (continued) 




















1 ; 2 3 4:5 € 7 5 9s ' ww uu 
Rzeszowskie 94 BM2 314 124 314 “238 173 46 26 308- 
Siedieckie 35 65,7 509 150 509 372 184 2 420 432 
Sieradzkne 36 70,1 580 200 580 419 234 73,7 475 482 
Skierniewickie 46 648 483 141 483 360 186 694 382 421 
Stupskie 35 58,0 40.7 154 40,7 313 181 622 370 39,1 
Suwalsiie 23.7 40.7 U7 AMS WI 33 373 G4 473 50,1 
Szezecinskie 45 530 26 85 26 246 106 575 26 316 
Tarnobrzeskie 138 361 339 163 339 28 232 7 208 342 
Tarnowskie 172 274 325 75 60,5 2,0 189 532 173 298 
Torunskie 10.2 274 23 1} 253 222 178 #474 241 298 
Walbrzyskie 23,0 178 150 i313 343_ 206 148 413 235 265 
Whociawsiie 124 50.2 438 162 348 333 21 625 204 39.7 
Wroctawskie 106 338 222 41 222 26 164 44 27,7 295 
Zamojskie 112 255 109 120 109 141 139-367 i178 228 
Zielonogorskie 43 727 565 206 S65 421 239 770 507 505 

12 13 14 15 16 17 is 2 2 2 2 2 
40,9 655 53.2 379 261 320 33,7 538 33.7 i3 3 ¥ 
51,0 692 60,1 SOS 420 464 41 435 324 — 1 2 
58,2 73.7 659 S80 475 5237 43 418 337 — i 2 
48.4 694 589 483 382 2 426 9 331 _ 1 18 
414 622 S518 40,7 37.0 388 381 459 31,7 = 2: #6 
54.0 6444 S02 347 487 41.7 432 427 208 — 2 38 
31,0 575 442 286 266 27. 30,1 7 30 — 1 10 
40.4 49.7 45.1 339 2068 318 325 591 336 4 2 4 
45.0 70,1 57,5 436 154 205 341 534 30 ~~ 21 3 8 
30.3 474 388 253 21 247 #=%@3 S61 320 — i 12 
368 493 430 23 151 20.7 258 633 314 «40 4 wu 
46.2 625 S43 438 204 %27.1 20 S01 322 — 1 14 
30.5 444 374 %222 277 29 #2063 615 M2 = 2 
20,2 267 284 109 178 #%143 #187 704 30 — 2 
57,5 77,0 C72 S65 50.7 S36 S03 427 236 — i 14 
Footnotes 


a: l--very weak; 2--weak; 3--moderate; 4--average; 5--strong. 


b: 


Regular excess or deficit of moisture. 


Data on soil valuation, agroclimate, relief and water conditions based on 


materials of IUNG [9], 


Key: 


l--province; 2--rye; 3--wheat; 4-~barley; 5--oats; 6--corn; 7--total; 8--potatoes; 
9--sugar beets; 10--fodder beets; il--total; 12--rape; 13--tobacco; 14--total; 
15--alfalfa; 16--clover; 17--total; 18--grand total (12 crops); 19--valuation 

of arable land; 20--agroclimate, in grain units; 2l--relief: percentage of highly 
unfavorable terrains; 22--surface erosion (1+5)*; 23--water conditions (percent 

of luighly unfavorable terrains)»; 24--Limitations (percent of arable land); 
25--grain crops; 26--root crops; 27--industrial crops; 28--fodder crops; 29--natu- 
ral-agricultural parameters. 
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Wheat crop possibilities are limited strongly and very strongly (Ostroleka 
Province) in 17 provinces in the central lowland part of the nation due to 
soil conditions (an average quality value of about 54 points and unfavorable 
water conditions prevailing on 90 percent of the area), as well as in moun- 
tain terrains of Nowy Sacz Province, mainly due to harsh climatic and morpho- 
logical conditions (agroclimatic,29.3 grain growing units, with 73 percent of 
unfavorable terrain areas and strong water erosion). Strong limitations of 
wheat growing are observed in Ostroleka Province (category 5) due to low soil 
quality (33 points, unfavorable water conditions on 26 percent of the area), 


Strong limitations for barley crops are observed in four provinces in central 
and southern Poland. These are due to factors similar to those limiting wheat 
growth. Oats, as well as potatoes, have no strong limitations in Poland. 

Corn crops are limited strongly and very strongly in seven provinces in cen- 
tral (lowland) and southern (mountain) parts of the nation. The worst con- 
ditions for these crops (category 5) are in Nowy Sacz and Krosno Provinces 
(limitations on almost 100 percent of arable land). These stem from unfavor- 
able terrain (68 percent of the area), strong erosion (class 5) and unfavora- 
ble agroclimatic conditions on about 30.5 percent of grain growing units. 


The group of root plants, as well as grain crops, are subject to physiographic 
limitations of categories 1 to 4 (Elblag Province, 22.1 percent, Ostroleka 
66.9 percent of arable land). Strong limitations (category 4) are associated 
with unfavorable edaphic conditions (Ostroleka), as well as climatic and geo- 
morphologic conditions (Nowy Sacz). Sugar beets are subject to strong limi- 
tations (category 4), especially in provinces with lowland areas (25 units) 
or mountain areas (two units). The limitations of category 5 occur in two 
provinces. Sugar beets are associated with strong limitations on a large 
part of soils with unfavorable water supply conditions (on average 18 percent 
of arable land) and low soil quality (about 45 points). In provinces belong- 
ing to limitation category 5, unfavorable climatic and geomorphologic condi- 
tions (Nowy Sacz), as well as soil and water conditions (Ostroleka) are seen, 
Strong limitations to fodder beet crops (on average 67 percent of arable land) 
occur also in Nowy Sacz and Ostroleka Provinces, 


Industrial crops are subject to natural limitations of categories 1 to 5 
(Elblag Province 29.5 percent, Nowy Sacz 94.7 percent of arable land). 
Strong and very strong limitations to these crops occur on lowland and 
highland areas. Rape crops experience strong physiographic limitations due 
to unfavorable water and soil conditions in four lowland and highland pro- 
vinces (soil evaluation 33-44,7 points, with 17 to 26 percent of areas with 
unfavorable water conditions), as well as to agroclimatic and geomorphologic 
limitations in the case of mountainous terrains in Bielsko-Biala Province 
(30.6crop growing units, 32 percent of terrain with unfavorable topography). 
Limitations of category 5 are observed in Nowy Sacz Province, 


Tobacco crops are subjectto strong limitations (on average 70 percent of 
arable land) due to physiographic conditions in 28 provinces on lowlands and 
highlands. Very strong limitations (on average 93 percent of arable land) 
exist in mountain provinces (Bielsko-Biala, Krosno and Nowy Sacz) due to 


100 





“@ ‘*5 “pe 
Parsons 


1» wiptal, Ps ay 
e SIMD Cog, 
*/ Sd a 7." Oy 
OLS 
od »? 


W, 
oy OIE 
Y “NY 





Sugar beets Fodder beets 


[ 0 — 20 
MA 


S 


60 — 60 
Yb 80 — 100 


SS 
SS 


— 
PZ 4o — 60 SS 
SSS 


Fig. 4. Limitations to sugar beet and fodder beet growing (percent of 
arable land) 


101 








«=, 
yr C.F So So 
Serestatet, 


Ss ~ - “A 


ORONO RO 
‘ Oe 
we & 


“so P 
Sey 
e 


a 








Rape Tobacco 
= o- 20 [] 
VA 2 —- 40 KAJ 
io - 60 
Whi, 6 — 80 ESS 
WY 80 — 100 


Fig. 5. Limitations to rape and tobacco growing (percent of arable land) 
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climatic and geomorphological factors and in Ostroleka due to water and soil 
factors (dry sandy soils). 


The group of fodder cropsis mainly within physiographic limitation categories 
1-4 (ranging from Zamosc Province with 14.3 percent to Ostroleka Province 
with 74.5 percent of arable land unsuitable for these crops). Strong limita- 
tions to alfalfa crops exist in Ostroleka, Piotrkow and Radom Provinces (aver- 
age conditions: soil grade about 39 points, agroclimate 33 grain units, very 
unfavorable water conditions on 22 percent of arable land). Limitations of 
category 5 are observed in Nowy Sacz Province (89.6 percent of arable land 
affected). Clover crops experience strong limitations in Ostroleka Province 
mainly due to moisture deficits and dry sandy soils. 


Generally, for crops under study (Fig. 7), physiographic limitations range 
from category 1 to category 4 (from Zamosc Province with 18.7 percent to 
Nowy Sacz with 67.8 percent of arable land affected). Very weak limitations 
(category 1) exist only in Zamosc Province. Weak limitations (category 2) 
exist in 25 provinces, of which seven are subject to strong limitations (ca- 
tegory 4) of such crops as tobacco (six provinces) and sugar beets (five 
provinces). The natural conditions of Krosno Province offer strong limi- 
tations (category 5) to growing corn and tobacco crops. 


The area with medium limitations to crops under study (category 3) embraces 
21 provinces, including 21 with strong limitations to wheat and sugar beets, 
16 to wheat, five to rape, three to corn, as well as two provinces with lim- 
itations to the growth of barley and alfalfa [figures as published]. 


Areas with strong limitations to crop growing (category 4) include two pro- 
vinces: Nowy Sacz and Ostroleka, Strong limitations (category 4) concern: 
wheat, barley, corn, fodder beets, rape, alfalfa and clover; very strong 
limitations (category 5) concern wheat, corn, sugar beets, rape, tobacco 
and alfalfa. 


Conclusions 


The investigations confirm that, on lowland and ‘“ighland, physiographic limi- 
tations to crop growing are due mainly to soil properties (including water 

conditions), while in mountain areas they are associated with climatic con- 
ditions, which are mainly determined by the topography of the terrain (al- 

titude above sea level, gradient and exposure of slopes). 


On average, strongest limitations to crop growing exist in the mountainous 
Nowy Sacz Province and the lowland Ostroleka Province, both in category 4, 


More than half of the arable land in Poland has unfavorable conditions for 
growing crops with strong ecological requirements: tobacco, sugar beets and 
wheat. Strong and very strong limitations to these crops (categories 4 and 
5) exist: for tobacco in 31 provinces, for sugar beets in 27 and for wheat 
in 17. 
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Ecological conditions of Poland generally offer insignificant limitations (11 
to 25 percent of arable land) to growing of oats, rye and potatoes. None of 
the provinces have strong limitations to the growing of oats and potatoes, 
while rye crops are subject to strong limitations (category 4) only in Nowy 
Sacz. 


The results of this study could be useful in making, planning and implementing 
farm management decisions aimed a! more efficient utilization of the nation's 
arable land and adaptation of crop production to the natural properties of 
ecological areas and consequently zoning and specialization of farm production 
in accordance with the physiographic as well as administrative units. 
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